JPRS-CEA-86-095 
14 AUGUST 1986 


China Report 


ECONOMIC AFFAIRS 





[FBIS| FOREIGN BROADCAST INFORMATION SERVICE 











NOTE 


JPRS publications contain information primarily from forcign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
otHer characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
[] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transliterated are 
enclosed in parentheses. Words or names preceded by a ques- 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the hody of an 
item originate with the source. Times within items are as 
given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS publications may be ordered from the National Technical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS publications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 
20402. 














Correspondence pertaining to matters other than procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 





JPRS-CEA-86-095 
14 AUGUST 1986 


CHINA REPORT 
ECONOMIC AFFAIRS 


CONTENTS 


PEOPLE'S REPUBLIC OF CHINA 
NATIONAL POLICY AND ISSUES 


Song Longxiang Explains Purpose of Ma Ding Article 
(Gu Peitang, Fang Yanming; WEN WEI PO, 27, 28 May 86).... 1 


ECONOMIC DEVELOPMENT ZONES 


Shanghai Economic Zone Meeting in Hangzhou 
(Jiang Ping, Liu Zhengui; XINHUA, 15 Jul 86).......-.ee0- 5 


ECONOMIC MANAGEMENT 


Nei Monggol's Economic Situation Described 
(Li Guangjian; NEI MENGGU RIBAO, 8 Nov 85).....seeeeceees 7 


MINERAL RESOURCES 
Ferromanganese Nodules in Offshore Areas of China 
(Zhu Erqin, Wang Qi; DIZHI LUNPING [GEOLOGICAL REVIEW], 
BO FS, GOW BS) cccccccccccccecccccccecccscccceccecceccccoes 10 


Briefs 
Gold Mining in Jiangxi 22 


INDUSTRY 


Machine Building Industry Sixth 5-Year Plan Achievements 
(ZHONGGUO JIXIE BAO, 2 Jan . ) PPYYTTTTTTIrTrrres+errreerresree 23 


Campaign Planned To Assist Depressed Motor Vehicle Industry 
(Xu Yuanchao; CHINA DAILY, 18 Jul 86).....cceccccccecsees 26 











Sichuan Meeting Discusses Tasks for Industry 
(Sichuan Provincial Service, 8 Jul 86).......ceecceceeess 


Hubei Economic Commission Reveals Industry Growth 
(Hubei Provincial Service, 11 Jul 86).........csececceees 


JINGJI RIBAO on New Situation in Textile Industry 
(Deng Zhongyuan; JINGJI RIBAO, 14 Jun 86)........... TTT 





Qinghai Boosts Gross Industrial Output Value 
(Qinghai Provincial Service, 14 Jul 86)......... -seneeee-s 


Briefs 
Guangdong Industrial Growth 
Guangdong Light Industry 
Jilin Truck Production 
Iron, Steel Industries Profits 
Shandong Light Industry 
Record Sichuan Industrial Output 
Sichuan Iron Mines 
Guizhou Industrial Performance 
Hainan Industrial Production Increases 
Shaanxi June Industrial Output 
Jilin Industrial Output Value 
Tianjin Industrial Output 
Guangdong Industrial Production 
Gansu Industrial Production Increase 


DOMESTIC TRADE 


Ningxia's Cooperation With Coastal Regions Report 
(Shi Haibo; RENMIN RIBAO OVERSEAS EDITION, 21 Dec 85).... 


Shanghai Products Face Challenge From Other Cities 
(XINHUA, 14 Jul — ) FPPPPTTTTTT TP Trrrrereyrreyrrrrrrrryryrrree 


FOREIGN TRADE AND INVESTMENT 


Special Features of China's Foreign Trade 
(Zheng Tuobin; CHING-CHI TAO-PAO, No 14, 14 Apr 86)...... 


Conference on Foreign Capital Opens in Nanning 
(Guangxi Regional Service, 15 Jul 86)...cccseecereccececes 


Sichuan Establishes Group for Foreign Contracts, Manpower Export 
(Sichuan Provincial Service, 11 Jul 86).......cececcceses 


Foreign Trade Development in Wuhan Reported 
(CHANGJIANG RIBAO, 25 Oct 85)... .cecececcccescccveesececes 





29 


31 


35 


36 
36 
36 
37 
37 
37 
37 
37 
37 
38 
38 
38 
38 
38 


39 


40 


41 


44 


46 


47 








Foreign Trade Activities in Shanghai's Suburban Counties 
(Sun Hongxiang; RENMIN RIBAO OVERSEAS EDITIONS, 
Te BOS GEe cccdedcocesesesse eveeoees errr orrrTr rire seaupue 


Increase in Handicraft Exports Planned for 1986 
(Bai Changhui, Feng Xiao; RENMIN RIBAO OVERSEAS 
EDITION, 23 Dec 85) ..ccccccccccccccccceces scccece wrTTTTrT 


Fujian Establishes Open Economic Zones on Four Levels 
(Shen Jiqing; WEN HUI BAO, 21 Apr 86)....cccccccccccccees 


Economic, Technological Exchanges Between Fujian, Macao Flourish 
(ZHONCGUO XINWEN SHE, 15 Jul re 


Briefs 
Zhejiang 1985 Exports 
Eastern European Textile Exports 
Jiangsu'’s 1985 Exports 
Heilongjiang Export Plan 
Joint Venture Enterprises Increase 
Tianjin Foreign Trade Symposium 
Tianjin Heating Project 


SPECIAL ECONOMIC ZONES 


LILUN YUEKAN Article Urges Deepening Reform 
(Liang Xiang; LILUN YUEKAN, No 6, 25 Jun 86)........ occes 


GUANGMING RIBAO on Shekou Economic Reform 
(Yuan Geng; GUANGMING RIBAO, 21 Jun 86).....cecececcceees 


Shenzhen Controls Capital Construction 
(ZHONGGUO XINWEN SHE, 13 Jul 86).....csceccscccccesececes 


Briefs 
Shenzhen's Economy Growth 


POPULATION 


Beijing Review Stresses Population Control 
(Xin Lin; BEIJING REVIEW, 14 Jul 86)...cccccccccecssvsees 


Beijing's Temporary Resident Population Doubles 
(XINHUA, 15 Jul __ \ PRRPTTTPTITPTTTreerereeyrereyreyeryrrerrrey 


Urbanization of China's Population Since 1950's 


(Wei Jinsheng; RENKOU YU JINGJI [POPULATION AND 
ECONOMICS }], No 6, 26 Dec — \FPPPPTTTTITTTresrreyrrerrrrrsreee 


- ¢ = 


48 


50 


52 


54 


55 
55 
56 
56 
56 
56 
57 
58 
69 


75 


76 


77 


80 


81 





HONG KONG 


Hong Kong's 1985, 1986 Economy Discussed 
(Fu Zhu; JINGJI DAOBAO [ECONOMIC REPORTER], 
Ba Dios 0066.04 ne nuns 433506000008 640000000008 cabeweenes 95 


/12223 














NATIONAL POLICY AND ISSUES 


SONG LONGXIANS EXPLAINS PURPOSE OF MA DING ARTICLE 
Hong Kong WEN WEI PO in Chinese 27, 28 May 86 


[Article by reporters Gu Peiitang [7357 1014 2768] and Fang Yanming [2455 1693 
2494]: "Ma Ding Explains Purpose Of Article"] 


[27 May 86 p 7] 


[Text] On 2 November 1985, GONGREN RIRAO published an article by a young 
philosophy instructor at Nanjing University writing under the pseudonym, Ma 
Ding. Because the article, titled "Ten Major Changes in Contemporary Chinese 
Economic Research," (hereafter referred to as "Changes") directly touches upon 
the current effort to restructure the economic system, it caused an uproar 
among economists and theoretical workers and in the news media and publishing 
circles at home and abroad. Hence the so-called "Ma Ding controversy." Now 
the controversy has subsided. Why did he write the article? What will he be 
up to next? What iuspiration has the article given us? With these questions 
in mind, we interviewed Ma Ding, the man in the news. 


Spring Is In The Air 


Ma Ding, whose real name is Song Longxiang [1345 7893 4382], was born into a 
peasant family in Dafeng County in northern Jiangsu in 1957. He was admitted 
into the Philosophy Department of Nanjing University in 1977 and became a 
graduate student of Professor Sun Bai... [1327 0130 ...], the famous expert on 
the history of Marxist philosophy, in 1981. Although we had never met before, 
we felt like old friends instantly and talked and laughed freely. He said 
humorously, “It is all over now. Earlier this year, some people at home and 
abroad called the article an impurity that should be discarded. If we refer 
to all that talk as a cold front in early spring, we should now say spring is 
very much in the air." 


> 


Economic Reform Praised 


Asked why he wrote "Changes," Song Longxiang said, "There is absolutely no 
truth to the suggestion in some papers that ‘Changes’ was written mertly to 
kill time. Even more groundless was the suggestion that I ‘threw a hand 
grenade in Nanjing, which resounded in Beijing.‘ All this distorts. the 
writer's original intent. The purpose of the article was as serious as its 














subject matter." Song Longxiang believes that the restructuring of China's 
economic system is the greatest experiment in China's economic history and the 
most; profound social revolution China has ever experienced. And it is exactly 
the pounding of the powerful current of economic reform that has caused 
drastic, fundamental changes in the subject, methods, emphasis and direction 
of economic research in China. "After years of hard thinking, I concluded 
that it is economic reform that has prompted the drastic changes in economic 
research and that it is developments in the real world that has made possible 
theoretical breakthroughs. I also realized that the changes have much more 
than theoretical significance: They also suggest the heightened applicability 
of economic science. By reac’ ‘ng; to reality, economic theory becomes 
genuinely capable of providing valuable strategic and policy guidance for the 
practice of economic reform. It is absolutely critical that this kind of 
change be brought home to economic theoretical workers." And that is why Song 
Longxiang put pen to paper, summarizing the changes in a broad context and 
describing them objectively, at the same time fully affirming their positive 
significance. Such was his aim in writing "Changes." 


Article Exported And Re-Imported 


Song Longxiang began work on his article last August, finished it in late 
September and sent it to GONGREN RIBAO in early October. Its publication 
caused strong social reactions. Within days, BEIJING ZHOUBAO carried it in 
the 49th issue of its English and Japanese editions. Next day the Japanese 
news agency excerpted it and quoted it out of context. Its dispatch said that 
the article "criticized 'Capital' as having lost its applicability." Almost 
immediately the article came under fire from Japanese newspapers, including 
ASAHI SHIMBUN. Later, ZHONG BAO in New York, basing itself on Japanese press 
reports that distorted the writer's original intent, wrote an editorial 
critical of "Changes." Some people in the domestic theoretical circles aiso 
toed ZHONG BAO's unrealistic line of argument and took "Changes" to task. in 
this way the article traveled around the globe and caused a storm everywhere 
it went. As Song Longxiang said, this was certainly not what he expected. 


(28 May 86 p 7] 


[Text ] Today the line of thinking in the article has been affirmed by and 
earned the serious attention of people from all circles in the nation. But 
Song Longxiang has not let this go to his head. He sad, "The drastic changes 
in economic research in recent years are totally unprecedented in their scope, 
rapidity and significance. Despite the hard thinking I have had in the past 
few years, it has been a research project of daunting magnitude to me to 
summarize them without any omission, analyze them in depth and evaluate’ them 
fairly and accurately. Also, this article is my first foray into the economic 
field, so mistakes and shortcomings are unavoidable. This is still an 
immature work. I earnestly hope that people will comment on it and point out 
any errors." 


He also noted an abnormal situation which has been in existence for some time. 
If a certain article comes under criticism, the writer loses the right to 
defend himself and refute the criticisms. But if an article is approved, 
critical comment cannot make it to the press. Only through academic debate 
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and discourse can science flourish and develop. To intervene administratively 
in academic disputes will only lead to the withering of science. 


Significance Of "Ma Ding Controversy" 


The "Ma Ding controversy" is significant not because it offers us a summary of 
the current state of economic research in China, but especially because’ the 
whole episode, from beginning to end, has set people thinking. Nanjing 
University, where Song Longxiang teaches, showed a good deal of concern for 
him and was very protective toward hin. The university convened several 
seminars at which very sound suggestions were made. Vice President Yu Shaoyi 
[0151 4801 5939] once observed that Nanjing University teems with talent. In 
the 1960's, Chairman Mao Zedong had high praise for the article on Mao Dun 
[4243 4163) by Comrade Liu Linyuan [0491 2651 0337] of our Philosophy 
Department. In the 70's, Hu Fuming [5170 4395 2494] from the same department 
coauthored "Practice is the Only Test of Truth" which sparked off a debate on 
the criteria for determining truth and gave impetus to the ideological 
liberation movement. In the 80's, young Song's article, "Changes" takes 
reality as its point of departure and keenly captures the new conditions borne 
of the vast changes in society. From a philosophical perspective, it grasps 
the essence of the changes at different levels and identifies 10 major shifts. 
This article has become the focus of attention in all quarters in society. 
Many sound constructive proposals were made at the seminars in Nanjing 
University. It is widely agreed that through the "Ma Ding controversy," a 
conscientious effort must be made to review our experience and improve the 
leadership of academic research. Management of theoretical workers must be 
based on laws and theoretical workers should be allowed to make mistakes and 
correct them in the course of their work. For their part, theoretical workers 
should be selfless and fearless. They should have the courage to adhere to 
the truth and correct mistakes. 


Right now, this is what is happening: when an achievement in natural science 
obtains recognition abroad, its prestige soars at home. But when a paper in 
philosophy or social science is acclaimed, its author will find himself in 
deep trouble and be denounced as "enjoying the support of such and _ such 
people." He will not fare any better even if his work is criticized abroad, 
for then they will say "it does not even appeal to the bourgesisie." When it 
is simply ignored elsewhere, then his crime is "failing to reach advanced 
international standards." If this state of affairs is not changed, our 
philosophy and social science research will only take its cue from foreigners 
in many cases. So, how to orient social science toward the world warrants a 
long, hard look on our part. Most important, we should be independent and 
chart our own path. 


Many Questions Remain To Be Analyzed and Answered 


We asked him, "You have just entered society and already your very first work 
caused such a_ sensation. What are your plans for the next move?" A 
contemplative Song Longxiang said, "'Changes' is only a preliminary synopsis 
of the present state of economic research in the nation. Many questions await 
further analysis and investigation." 





"For instance, has the theoretical summary been comprehensive? Do the 
theoretical changes have only positive significance? Given the shifts from 
critical economics to constructive economics, from the qualitative analysis of 
economics to its quantitative analysis, from theoretical economics to applied 
economics, does it meai that we no longer need to delve more deeply into the 
former group of condivions? In this sense, '‘Changes' has left me some 
questions that have to be looked into and answered in detail in another paper. 
That will be my next project which I expect to complete after some further 
research." 
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ECONOMIC DEVELOPMENT ZONES 


SHANGHAI ECONOMIC ZONE MEETING IN HANGZHOU 
OW160541 Beijing XINHUA Domestic Service in Chinese 1150 GMT 15 Jul 86 
[By ZHEJIANG RIBAO reporter Jiang Ping and XINHUA Reporter Liu Zhengui] 


[Text] Hargzhou, 15 Jul (XINHUA)--The Shanghai Economic Zo1.e will do away 
with the oid rigid economic structure, extensively develop lateral economic 
ties, and make full use of its many favorable conditions in order to gradual- 
ly form an open and interconnected economic zone with support from large and 
medium-sized cities. 


This was decided at the third conference of governors and mayors of the 
Shanghai Economic Zone held in Hangzhou from 10 to 13 July. At the confer- 
ence, principal responsible persons of Shanghai, Jiangsu, Zhejiang, Anhui, 
and Jiangxi reviewed the economic zone's situation in the first half of the 
year, analyzed problems arising during the supersession of the old economic 
structure by a new one, and fully discussed the question of how to more 
effectively carry out economic structural reform. [Shanghai City service in 
Mandarin at 0000 GMT on 16 July carries a 2-minute report on this conference 
and mentions provincial governors Xue Ju, Gu Xiulian, Wang Yuzhao, Jiangxi 
Vice Governoz: Jiang Zhuving, and Shanghai Mayor Jiang Zemin as attending] 


The conference stresse'i: The Shanghai Economic Zone should work out its 
development strategy according to the country's overall situation and the 
actual conditions of Shanghai, Jiangsu, Zhejiang, Anhui, and Jiangxi; it 
should formulate economic plans with priorities appropriately assigned. 
Efforts should be made to develop various forms of economic and technical 
cooperation and to promote economic association. It is necessary to make 
unified planning and coordinate closely with one another in solving contra- 
dictions and problems arising from economic activities. The conference 
decided that principal responsible persons of Shanghai. Jiangsu, Zhejiang, 
Anhui, and Jiangxi as well as of the office in charge of planning for the 
Shanghai Economic Zone meet regtlarly. 


Those attending the conference earnestly discussed construction in the old 
revolutionary base areas of the Shanghai Zconomic Zone. For various reasons, 
these base areas, which made great contributions in the revolutionary war, 
have economically developed at a rather slow pace, their rich resources have 
not yet been fully exploited, and their commodity economy is very under- 
developed. It is necessary to take positive measures to accelerate the 











economic construction of these old revolutionary base areas, which have great 
significance in the development of the Shanghai Economic Zone. 

The conference in principle adopted the “constitution of the Economic Zone," 
approved a “proposal to set up the Shanghai Economic Zone Committee for the 
construction of old revolutionary base areas,"’ and exchanged views on an 
“outline of the strategy for the development of the Shanghai Economic Zone." 
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ECONOMIC MANAGEMENT 


NEI MONGGOL'S ECONOMIC SITUATION DESCRIBED 
Hohhot NEI MENGGU RIBAO in Chinese 8 Nov 85 p 4 


[Article by Li Guangjian [2621 1638 1696]: "Now is One of the Best, and one 
of the Most Crucial of Times"] 


[Excerpt ] The present situation in Nei Mongol, like in the rest of the 
country, is the best in history after the founding of the autonomous regions. 
This fine situation is shown mainly as follows: 


First, the economy in the region, like in the rest of the country, is 
presenting a new spectacle of sustained, stable and harmonious development. 
In the year of the 3d Plenary Session of the llth CPC Central Committee, the 
total output value of the state-owned industrial enterprises with independent 
accounting reached 3,930 million yuan, an all-time high. Since then, the 
situation has improved every year, and in 1984, based on the constant prices 
of 1980, the total output value amounted to 6,790 million yuan, 1.7 times that 
of 1978. In the 4 years from 1981 to 1984, the average annual increase was 
11.12 percent. The targets set in the Sixth 5-Year Plan for the output of 
timber, cement, generated power, pig iron, plate glass, salt, sugar, TV sets 
and 16 other industrial products were fulfilled ahead of schedule. The 
economic results were also markedly increased along with the increased speed 
of output, and there were simultaneous increases in output value, taxes and 
profits, and national revenues. In 1979, the state-own industrial enterprises 
with independent accounting in the region made a net profit of 207 million 
yuan, then the highest record in history. Since then, however, there has been 
a large increase every year. This was an unprecedentec performance since the 
founding of the People's Republic. The local revenues amounted to 690 million 
yuan in 1978, and exceeded 846 million in 1984. In 1982-1984, the average 
annual increase was 26.8 percent. 


Second, along with the high increase in productive capacity, the foundation of 
industry was further strengthened. The number of state-owned and collective 
enterprises in the region now is basically the same as that in 1978. Since 
the consolidation and reform, however, these enterprises have made great 
improvement in the pevformance of workers and management, and the productive 
capacity for the major products has been increased by a fairly wide margin. 
In 1984, compared with 1980, steel output increased 30.8 percent; cement 
output increased 26.7 percent; timber output increased 5 percent; the number 





of small tractors increased 2.9-fold; that of TV sets increased 16.9-fold; and 
the operational mileage of railways increased from some 3,800 km in 1978 to 
more than 4,800 km. In railway transportation, cargo traffic in 1984 was 1.28 
times and passenger traffic was 1.58 times that of 1978. Coal production in 
the region rose from some 21 million tons in 1978 to more than 27 million tons 
in 1984, a 24.9 percent increase. Power generation was increased from some 3.7 
billion kwh in 1978 to more than 6.9 billion kwh in 1984, an 84 percent 
increase. 


Third, new progvess was made in science and technology. Thanks to the concern 
and support of the party Central Committee and the attention of the regional 
party committee and the people's government, science and technology have 
developed very rapidly in the past several years. In addition to the 
establishment of specialized scientific and technological organs fully staffed 
with various types of scientific and technical personnel and the formulation 
of programs for scientific and technical progress, investment in scientific 
and technical development was also greatly increased. In 19&', the investment 
in the technical renovation and transformation for the state-owned enterprises 
and in other projects amounted to more than 800 million yuan, and 813 projects 
of technical transformation projects were completed for the state-owned 
enterprises as provided for in the state budget. In addition, 46 items of 
technologies were imported and arrangements were made for 115 varieties of new 
products to be produced. Among these new products, 50 of them have reached 
advanced national standards. 


Fourth, finance and trade have also presented a new appearance with a thriving 
market and brisk transactions. In 1978, the total volume of retail sales in 
the region amounted to only some 3.6 billion yuan, and in 1984, it was 
increased to more than 6.8 billion yuan. Individual peddlers and village 
fairs are doing good business as a valuable aid to the state sector of 
commerce. At the same time, foreign trade has also undergone great 
development. In 1984, the value of import and export commodities amounted to 
more than $10 million. The total value of imports was 1.74 times and that of 
exports was 2.96 times that of 1980. 


Economic development in the region had a good start this year. In the first 9 
months, the industrial enterprises in the region that were included in the 
budget achieved a total output value of more than 6.7 billion yuan, 77.32 of 
the planned figure of the whole year. The performance of these enterprises 
had the following characteristics: a balanced development of production, a 
steady increase in energy output, the rapid growth of the light and electronic 
industries, good economic results, the above-quota output of durable consumer 
goods and basic raw materials in the processing industry, improved quality, 
the production of brand-name products (as recognized by the region and the 
country), the fulfillment of economic targets, the turning of losses into 
profits by many cnterprises, the expected industrial output value in the 
regional budget of more than 9 billion yuan, and the payment of taxes and 
delivery of profits totaling more than 870 million yuan. 


The development of production has markedly raised the living standards of the 
people of various nationalities in the region. In 1984, the average annual 
wages for workers of state-owned enterprises increased 39.78 percent over 











1978. In 1984, compared with 1978, according to a sample survey, each 100 
city residents owned an average of 49.3 against 7 sets of laundry machines, 
72.2 against 30 TV sets, and 26.3 against 7 cassette recorders. The annual 
income for each peasant or herdsman in 1984 was 2.3 times that of 1979, and 
their living standards were greatly raised. People of various nationalities 
are now living happily and an atmosphere of stability, unity and prosperity 
prevailed over the regions. 


9411 
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MINERAL RESOURCES 


FERROMANGANESE NODULES IN OFFSHORE AREAS OF CHINA 


Beijing DIZHI LUNPING [GEOLOGICAL REVIEW] in Chinese Vol 31, No 5, Sep 85 
pp 404-410 


[Article by Zhu Erqin [2612 5079 0530] and Wang Qi [3769 3823] of the 
Shandong College of Oceanography] 


[Text] Ferromanganese nodules have been discovered in many littoral regions 
throughout the world since the 19th century, and they exhibit obvious dif- 
ferences from manganese nodules produced in the oceans in their shape, 
distribution and other characteristics. Clarification of the pecularities, 
distribution, and formational conditions of these littoral nodules would be 
of assistance in describing the regularities of transport and rich accumula- 
tion of ferromanganese oxides, so the significance of this is quite apparent. 
This sort of product has been discovered in China's offshore littoral areas 
in recent years.  Ferromanganese nodules were discovered in the East China 
Sea in 1981 and research was donell,3], Afterwards, several researchers 
reported additional ferromanganese nodules in Beibu Gulf and the South China 
Seal4-7], This article will explore the types, distributional regularities 
and formational conditions of ferromanganese nodules in China's offshore seas 
on the basis of these data. 


I. Distribution 


Ferromanganese nodules have been discovered in the Baltic Sea, Barents Sea, 
Black Sea, Gulf of California, around Japan, Scotland's Loch Fyne, and other 
places in the world(8»9], 


Ferromanganese nodules also were produced in the Bohai Bay, Yellow Sea, East 
China Sea, and South China Sea (see Table 1). Most of these ferromanganese 
oxides are fcund in residual depcsit regions (the deposits of these regions 
were formed during the late Pleistocene stage and still lie bare on the sea 
floor). The greatest concentration of nodules in the East China Sea is the 
old Chang Jiang delta (also residual deposits) (see Figure 1). The content 
of pellet-shaped nodules in decarbonated samples with a particle size < 1 $ 
may reach 6.6 to 30 percent in some locations herel2] and they also occur at 
other sites. The interior of Beibu Gulf is mostly 15 to 45 meters deep and 
there is a zone of rich accumulation near Weizhou Island in the northeastern 
part. The nodules produced in Beibu Gulf are mainly sedimentary surface 
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strata that thin out moving toward deeper areas. The main zones of rich 
accumulation of ferromanganese nodules in the South China Sea are off the 
shallow southern Taiwan coast, on the continental slope south of the Dongsha 
Islands, in the Central Sea Basin, on the southern side of the Zhongsha 
Islands and at the northwestern boundary of the South China Sea basin. The 
maximum concentration of nodules in abyssal areas of the South China Sea may 
reach 2 to 3.15 gyroent of total deposits and most particles range from 0.032 
to 2 mm in sizel>]. 
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Figure 1. Distribution of Ferromanganese Nodules Off the Chinese Coast 
1--Areas rich in ferruginous nodules; 2--Areas with low con~ 
centrations of ferruginous nodules; 3--Areas rich in ferro- 
manganese nodules; 4--Areas with low concentrations of ferro- 


manganese nodules 
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Il. Categories 


The corresponding mineral twin of iron and manganese oxide or hydroxide often 
is isostructural (such as a goethite-manganese drawing pair). The chemical 
similarities of this type of crystal assure that these two minerals often are 
paragenetic in varying proportions. The geochemical differences in the two 
elements, however, also caused differentiation to occur under different 
geological conditions. There are significant differences in content between 
offshore and pelagic ferromanganese nodules and there are specific differ- 
ences in the nodules from each of the oceans. This requires that they be 
placed into different categories according to their chemical components. 

This article will use a four-category method that classifies them into 
ferruginous nodules, manganese-bearing ferruginous nodules, iron-bearing 
manganese nodules and manganese nodules (Table 2). Additionally, categories 
2 and 3 are combined under the name ferromanganese nodules (with a manganese 
oxide content of 25 to 75 percent). 


The nodules also can be placed into two classes according to their components. 
The first class is found in offs’ .re residual deposits and should be consid- 
ered due to residual formational conditions in that they were formed under a 
continental facies_environment where the deposits have been uplifted to a 
certain degreel2>6] , Another class occurs in rather deep water and has 
obvious characteristics of authigenetic fcrmation on the modern sea floor. 


III. Characteristics 


1. Ferruginous Nodules 


These nodules are found on the continental shelves of the Yellow Sea, East 
China Sea, Beibu Gulf and South China Sea and in the Okinawa Trench. Most 
occur in terrigenous (and/or volcanic) sands or powdered sands. 


The highest Fe 703 concentration in these nodules is 87 to 99 percent of the 
total amount of ferromanganese oxides (Table 3), and the manganese concen- 
tration is very low. The manganese/iron ratio in China's offshore 
ferruginous nodules is usually several tens or several percent. The ratio 
in oceanic manganese nodules is much higher, and the difference between the 
two sometimes may reach several grades. Moreover, the trace element content 
of ferruginous nodules also is low. Most of the ferromanganese nodules 
produced on most of the continental shelves of the world contain mostly 
ironl8]. Scotland's Loch Fyne is an obvious exception, however, since it 
contains manganese nodules that are mostly nengeneee(9) . 


These nodules generally are 1) tubercular or kidney-shaped (Photo 1), 

2) pellet-shaped, 3) thin plates or plates, and 4) organic internal molds. 
The pellet-shaped ones are the most widely distributed. The colors are 
yellow-brown, brown, dark brown and black, with streaks of deep brown. 
They are gray under the microscope and are aphanatic aggregates. 
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Photo l. 


The authigenetic minerals in the nodules are composed mainly of iron oxides, 
mostly goethite. The X-ray diffraction spectrum reveals that they have weak 
and dispersed peaks of lepidocrite, so they may contain small amounts of 
lepidocrite (Figure 2). 


Mossbauer spectra indicate that all of the iron in nodules from the East 
China Sea and Beibu Gulf exists in a valence-3 state. With the exception of 
some, the Mossbauer spectra of nodules from the East China Sea (Figure 3) 
contain two curved lines (1 and 2 in Figure 3, for example) that are 
quadropole-fission dual-line spectra, indicating the particles of iron ore 
are rather fine. The six-line spectra are wider (3 and 4 in Figure 3, for 
example), which also indicates that besides iron ore, the mineral con- 
stituents also include a certain amount of lepidocrite. 


2. Ferromanganeze Nodules 


These occur mainly on the continental slope and sea basin in the South China 
Sea. There are richer accumulations in central sea basins than on the con- 
tinental slope and the accumulations also are richer in the North China Sea 
basin than in the South China Sea basin. The nodules are rather small 

(< 2mm in diameter) (Photo 2) and some form micronodules. Rather large 
ones, however, have been found on the continental slope on the western side 
of the Dongsha Islands. The nodules from 21°31'07"N, 118°00'04"E were 
(3.1-3.7) x 3.1 x 2.1 cm. They had microspherical and organic internal 

mold shapes. Moreover, crustal or membrane ferromanganese oxides may be 
found in basalt outcrops or on organic skeletons. 
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Figure 2. X-Ray Diffraction Chart of Ferruginous Nodules From the East 
China Sea 
1--Station 3204 (32°01.1'N, 123°59.5'E), nodules in fine sand; 
2--Station 3302 (33°00.0'N, 123°00.0'E), nodules in powdery sand; 
3--Goethite; 
4--Quartz \ 
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Figure 3. Mossbauer Spectra of Ferruginous Nodules From Northern East China 
Sea 
1--Station 3202 (32°00,0'N, 123°00,0'E), thin plates; 
2--Station 3202, kidney shaped; 3--Station 3302, hollow shells; 
4--Station 3302, pellet-shaped; 5--Metallic iron 





Photo 2. 
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The mauganese oxide concentration in most microspherical and organic internal 
mold nodules exceeds 25 percent, but iron-bearing manganese nodules with a 
50-percent manganese content or even purer manganese nodules are quite rare 
(see Table 4). The characteristics of the iron oxide in ferr: \anganese 
nodules are similar to those in the western Indian Ocean. Tab.e 4 shows 
that most of the nodules in the western Indian Ocean are transitional 
products in which the iron oxide content is higher than the manganese 

oxide content. This is related to factors like the high iron/manganese 
ratio in sources of rich accumulations of terrigenous materials in near 
continent seas and other things. 


The coexistence of iron and manganese oxides in the mineral composition of 
these nodules makes them rather complex. The main manganese mineral is 7 
manganite and 10 A manganite along with more secondary pyrolusite, 
psilomelane and so on. The main iron minerals are goethite and 
lepidocritel5]. 


IV. Formational Conditions 


Most of the ferruginous nodules distributed in this region are closely 
related to Pleistocene residual deposits and also are associated with 
calcareous nodules and various types of continental facies organisms. These 
two types of noduies have similar formational conditions in that both were 
formed under continental environments and are of continental facies 
authigenetic formation. 


Other ferruginous nodules existing in the form of organic internal molds or 
crusts involved authigenetic formation on the sea floor. The water in the 
environment where they form is rather deep, as is the case of those produced 
at depths up to 850 meters in the Okinawa Trench and 1,450 meters on the 
South China Sea continental slop». Although a small amount of ferruginous 
nodules are found in the South China Sea basin, they mainly are ferro- 
manganese nodules composed primarily of iron. 


This distributional regularity in which offshore or continental slope areas 
contain ferruginous nodules while deeper areas in sea basins produce ferro- 
manganese nodules illustrates the tendency for differentiation of the iron 

and manganese during the deposition process. This sort of differentiation 

is related to the geochemical qualities of iron and manganese. 


The geochemical differentiation of iron and manganese in seawater occurs 
first during the transport process. The iron in the seawater exists mainly 
as a valence-3 state solid, although some of the FeJ+, of course, may form 
complex ions with the water, chlorine, humic acid or other things. This 
makes it rather hard for the iron to migrate and easy for it to accumulate 
richly in littoral regions. On the other hand, the manganese in seawater 
exists mainly as Mn2+ and can migrate over rather long distances. 
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Some redistribution occurs in the deposits during diagenesis. The iron and 
manganese oxides that exist in the mineral facies may serve as an oxidizing 
agent and bacterial action on the manganese (or iron) may cause the organic 
matter to undergo oxidation and decomposition while it itself is reduced to 
a valence-2 ion: 


(CH Oa ONET,) + 20MnO, + 3xCO, + xH,0 = 4xH1CO, + 2x)in?* + vNH, 


Differentiation in the Fe2+ and Mn2+ ions after their formation occurs during 
diagenesis. The manganese ions are transported and dispersed into the water 
p above and under the appropriate condition they may precipitate out at the , 
deposit-water boundary. Because the rate of terrigenous deposition is 
higher in littoral areas, however, most of the manganes’: ions diffuse into 
the seawater and are dispersed. The iron ions, on the other hand, diffuse 
into parts of the deposits with lower Fe2+ concentrations, such as in zones 
of rich organic matter accumulation where Fe2+ concentrations are lower due 
to the formation of FeS7. In summary, the fact that iron forms authigenetic 
minerals means that it is easily fixed in the deposits during diagenesis, 
whereas the manganese migrates into the water above. 


Although iron and manganese are fixed mainly in the form of oxides, they do 
have an interdependent paragenesis during the oxide precipitation process, 
and it is possible for differentiation to occur. Under littoral conditions, 
in addition to that iron which forms sulfides, carbonates and silicates in 
the microenvironment of diagenesis, most iron is precipitated in the form 
of oxides. In normal shallow seas (pH: 8, Eh = 9.2 to 0.6 V), however, the 
manganese cannot precipitate directly. Only when special conditions due to 
biological interference or benthionic irrigation that cause the oxygen to 
enter the deposits or their surface layer is it possible for the manganese 
to settle out as a result of bacterial oxidation. In peiagic areas with 
extremely low terrigenous clastic deposition rates, it is possible for 
oxidation due to catalysis by iron oxide gelation or bacteria to cause the 
manganese to oxidize and settle out. This process is extremely slow, how- 
ever, sO manganese oxide accumulations are possible only when the rate of 
deposition is extremely low. The abyssal basin of the South China Sea is 
rather close to the continent and the conditions conducive to manganese 
oxide formation are unstable. The result is that they are smatier in size 
and fewer in number compared with the Indian Ocean (iron-bearing manganese 
nodules) and the Pacific Ocean (manganese nodules), and their manganese 
content alsc is lower. 
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MINERAL RESOURCES 


BRIEFS 


GOLD MINING IN JIANGXI--Nanchang, July 10 (XINHUA)--Jiangxi Province plans 

to start 12 gold mines in the next five years, provincial officials said here 
today. The annual output is expected to increase 21 times over the figure 
for the 1981-1985 period. Jiangxi has the second largest gold reserves among 
all Chinese provinces. [Text] [Beijing XINHUA in English 1453 GMT 10 Jul 
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INDUSTRY 


MACHINE BUILDING INDUSTRY SIXTH 5-YEAR PLAN ACHIEVEMENTS 
Beijing ZHONGGUO JIXIE BAO in Chinese 2 Jan 86 p 1 


[Text] To fulfill the targets set by the state for the machine building 
industry in the Sixth 5-Year Plan, the Ministry of Machine Building Industry 
adopted at the beginning of 1981 the policy of improving quality, increasing 
varieties, raising standards and yielding better economic results, and has 
made 10 major achievements through 5 years' efforts. 


In implementing the State Council's provisional regulations concerning the 
expansion of decisionmaking power for the state-owned industrial enterprises, 
the Ministry of Machine Building Industry has worked out 60 measures for 
invigorating the enterprises to further increase the momentum for the 
implementation of this policy, and a number of large and medium enterprises 
with flexible operations and management including the Shenyang Cable Plant, 
the Luoyang Mining Machinery Plant, the Beijing General Internal Combustion 
Engine Plan, the Dalian Refrigerator Plant, and the No 1 and No 2 Motor 
Vehicle Plant, have emerged. 


Of the existing 5,379 standards set by the state and the ministry, 2,065 are 
up to international standards. In the 5 years, 27 products won gold medals 
and 295 others won silver medals awarded by the state. The title of fine- 
quality product was also awarded to 1,604 products by the ministry. The 
Changzhou Diesel Engine Plant and 11 other enterprises won quality-control 
awards from the state and the ministry, and 682 plants were given production 
permits for 1,974 different products. 


During the Sixth 5-Year Plan, nearly 6,000 new types were produced, mostly in 
complete sets and for extensive use in energy conservation. The majority of 
these products are up to the standards of the 1970's or even the early 1980's. 
More than 80 percent of these new products are now in regular production. 


The heavy equipment of advanced world standards produced in complete sets for 
the key projects include: 120,000 kw and 170,000 kw turbogenerators for the 
Gezhouba multipurpose project, 320,000 kw turbogenerators and large special 
integrated circuit equipment for the Longyangxia Power Station, a 2.8-meter 
aluminum plate cold roller and a complete cutting and shearing line for the 
Xianan aluminum Processing Plant. 
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During the Sixth 5-Year Plan, 920 new energy conservation items were produced 
and some popular models of motor vehicles were fairly greatly improved. One- 
third of the ventilators, water pumps, electric welders and other products 
that are produced in large quantities and widely used will be updated. 


During the Sixth 5-Year Plan, more than 10,000 S&T achievements were made. 
Among them, 2,055 were for scientific and technological achievement, 32 for 
inventions, and 89 for scientific and technological advancement. 


The scientific and technological structure was reformed and 34 research 
institutes directly under the central government adopted the technical 
contract system. Of the 55 scientific research bases arranged according to 
the Sixth 5-Year Plan, 37 will sown be completed. 


For the 38 key S&T projects set by the state, the Ministry of Machine Building 
Industry signed 1,100 contracts and basically fulfilled 800 of them. Some of 
the completed items reached advanced world standards. The research in optimal 
arts parameter in optical cold processing has increased the productivity for 
optical lenses about 4-fold, and the uniform products of the flexible 
manufacturing units and the horizontal processing centers have been produced. 


More than 600 technologies were imported. Complete assimilation and mastery of 
these technologies will raise about 6,000 products (12 percent of the present 
mechanical and electrical products) to the standards of the 1970's or the 
early 1980's. A total of 13 joint ventures were form, and through cooperation 
in manufacturing and technical consultation, a number of technologies were 
improved. 


For the 828 technical transformation projects called for in the Sixth 5-Year 
Plan, 75 percent of the required investment has been used. Of these, half are 
already in operation, and more than 200 casting, forging, electroplating and 
heat treatment projects in 41 industrial cities have been basically completed. 


During the Sixth 5-Year Plan, the China National Machinery Import and Export 
Corporation exported an average of $300 million worth of goods yearly, a 1.5- 
fold increase over 1978. The mechanical and electrical appliances of more 
than 1,600 enterprises were sold to 128 countries and regions, including North 
America and Western Europe. Export goods developed from single items into 
complete sets of equipment, some of which have won international renown. The 
diesel engines of the Changzhou Diesel Engine Plant was the first winner in a 
public competitive bidding held in Thailand, and the Hangzhou Forklift Plan 
was called the "Brilliant Pearl of Xihu." 


The proportion of output value of seven products which embodied technological 
progress including energy-saving products, products manufactured with imported 
technology, products of international standards, updated and upgraded 
products, key components of large equipment in complete sets, and products 
recognized by the state and the ministry as fine-quality products, was raised 
from 12.1 percent in 1983 to 24 percent in 1985. In the 5 years, the amount 
of taxes paid and profits delivered by the machine building industry totalled 
31 billion yuan, exceeding the state's total investment in fixed assets in the 
same period fourfold. 
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Within the system of the Ministry of Machine Building Industry, the investment 
in higher learning during the Sixth 5-Year Plan eccounted for 14.8 percent-- 
higher than in any previous 5-Year Plan periods--of the ministry's total 
investment. In these 5 years, the institutions of higher learning and the 
secondary schools under the ministry produced 55,V00 graduates. These 
institutions of higher learning made 1,366 scientific research achievements, 
of which 490 won awards of various grades. 


9411 
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INDUSTRY 


CAMPAIGN PLANNED TO ASSIST DEPRESSED MOTOR VEHICLE INDUSTRY 
HK180305 Beijing CHINA DAILY in English 18 Jul 86 p 1 
[By staff reporter Xu Yuanchao] 


[Text] Motor manufacturers are planning measures to reduce the growing stock 
of Chinese-made vehicles and boost the depressed auto industry, 


To halt the decline, manufacturers have decided to launch a nationwide 
campaign to replace obsolete vehicles with new ones. And the government has 
agreed to allocate funds to make prices more attractive for customers. 


An official of the China National Automotive Industry Corporation said that 
the level of auto imports during the first half of this year and stockpiles 
of domestic vehicles, which were threatening China's auto industry, should 
be closely studied by the government departments concerned. 


He told CHINA DAILY that auto production declined in the first 6 months of 
this year. China turned out 184,000 vehicles, representing 45.3 percent 

of the planned target and a 11.5 percent drop over the same period last year. 
Ninety percent of the new vehicles were trucks, and 10 percent buses and cars. 


The official attributed the drop in production to bulk imports of motor 
vehicles, the nationwise power shortage, rising prices of raw materials and 
production equipment, fuel shortages and lack of money in auto work. 


The official said the state had adopted flexible and preferential policies for 
those who bought imported autos but no such policies had been adopted to en- 
courage the sale of domestic vehicles. 


An auto conference in Fuzhou, Fujian Province, earlier this month, decided 
to launch the sales campaign. 


The official said that the motor vehicles that needed replacing included 

those which had run for 500,000 kilometres or served for more than 12 years 

and could not be repaired any more. Old models with fuel consumptions ex- 
ceeding the recommended levels by more than 15 percent should also be replaced, 
he said. 
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China has 3.2 million domestically-made motor vehicles on the road, exc luding 
imported and military ones. The official estimated that about 25 percent--or 
800 ,000--of these vehicles needed to be replaced. 


Some of the motor vehicles in through the Industrial and Commercial Bank of 
China, customers, not including individuals, could buy the vehicles on an 
installment plan, the official said. 


In addition, the government would allocate low-interest loans to auto makers 
to expand production. He called on auto works to pool their efforts to up- 
grade production facilities and improve quality. 


The Changchun No 1 Automobile Works in Jilin Province, one of the two auto- 
making centres in the country, will begin producing new "Liberation" trucks 
this month to replace an old model, according to the corporation. 


The auto works will also resume producing "Red Flag" limousines by introducing 
engines from the Ford Company of the United States. Production of such 
limousines stopped in 1980 because of poor quality and heavy fuel consumption. 


/8918 
CSO: 4020/384 
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INDUSTRY 


‘SICHUAN MEETING DISCUSSES TASKS FOR INDUSTRY 
HK090217 Chengdu Sichuan Provincial Service in Mandarin 2200 GMT 8 Jul 86 


[Text] The provincial government held a telephone conference on industry 
and communications on the evening of 7 July to sum up production in the first 
half of the year and arrange the tasks for July and August. 


Vice Governor Ma Lin made a speech. He said: The province did not do well 
in fulfilling its industrial production task in the first quarter, and there 
was a decline. There has been a gradual improvement each month since the 
beginning of the second quarter under the leadership of the provincial CPC 
Committee and government and thanks to the common efforts of the staff and 
workers throughout the province. Total industrial output value in the first 
half of the year was 22.283 billion yuan, an increase of 1.66 percent over 
the same period last year. The passive situation of falling production has 
been reversed. Due to the rise in production, economic results in June were 
better than in the previous 5 months. 


On work arrangements for July and August, Ma Lin put forward the following 
demands: 1) Carefully arrange and organize industrial production for the 
period. We should strive to increase output of products for which there are 
raw materials and good sales prospects. 2) We must focus on vigorously im- 
proving economic results. In organizing industrial and communications pro- 
duction in the second half of the year, we must focus on improving economic 
results, persevere in reform, strenghten management, improve the organization 
of production and circulation, and enliven the enterprises, so as to ensure 
industrial growth of 8 percent this year. 3) Do a good job in organizing 
circulation. We must promptly switch from manufacturing products in ample 
supply that are not needed in the market to turning out products that sell 
well. Regarding products that used to have a market but whose sales have 
declined due to poor quality, we must compel the enterprises to work hard 

to improve quality. We must vigorously organize sales of industrial commodi- 
ties in the rural areas, and provide guidance for consumption. 4) Do a good 
job in organizing labor emulation. 5) Get a good grasp of production safety 
work. 


/8918 
CSO: 4006/1177 
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INDUSTRY 


HUBEI ECONOMIC COMMISSION REVEALS INDUSTRY GROWTH 
HK140323 Wuhan Hubei Provincial Service in Mandarin 1000 GMT 11 Jul 86 


[Text] Recently, the provincial economic commission issued a circular re- 
vealing that in the first half of this year, the province's industrial pro- 
duction growth rate was appropriate, achieving an accumulative gross indus- 
trial output value of 21.93 billion yuan. The province has fulfilled 46.9 
percent of this year's quota, an increase of 5.3 percent over the same period 
last year; and it was slightly more than the country's average growth rate. 


In the first half of this year, the province's industrial production growth 
rate was greatly reduced compared to the same period last year. This is 
mainly because last year's growth was too rapid and the growth rate was 
readjusted this year. Moreover, the province experienced continuous drought 
this year, which has not been seen for years. This increased power consump- 
tion in fighting against drought, thereby intensifying the problem of power 
supply for industrial use. There were also other factors, such as insuffic- 
ient raw materials and funds. 


Facing these difficulties, the province's departments and enterprises on the 
industrial front seriously enforced the requirements of the Provincial CPC 
Committee and government that under the prerequisite of emphatically improv- 
ing economic results, we should strive to maintain an appropriate growth rate 
and set strict demands for our economic work. They overcame difficulties and 
put forth strength for carrying out reforms, tapping internal potential, and 
increasing output. With the close coordination of the circulation, financial 
and other departments, they have maintained an appropriate growth rate for 
the province's industrial production. 


The provincial economic commission circular pointed out: In accordance with 
the requirement that this year's industrial production plan should be in- 
creased by 10.4 percent over that of last year, we should accomplish a monthly 
industrial output value of 4.14 billion yuan in the second half of this year, 
an increase of 35 million yuan over that of June, which ranked top in the 
first half of this year. Our task therefore is still very arduous. In par- 
ticular, industrial production economic results in the first half of this 

year were not satisfactory. Compared to the same period last year, the 

profit made by budgetary state-run industrial enterprises dropped. Both the 
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number of loss-incurring households and the amount lost were increased. The 


cost of production was increased, and the turnover of liquid capital slowed 
down. 


For this reason, industrial production in the second half of this year should 
focus on the invigoration of enterprises, and continue to improve economic 
results. At the same time, we should strive to accomplish our goal of achiev- 
ing a growth rate of 10.4 percent. 


/8918 
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INDUSTRY 


JINGJI RIBAO ON NEW SITUATION IN TEXTILE INDUSTRY 
HK251336 Beijing JINGJI RIBAO in Chinese 14 Jun 86 p 3 


[Article by Deng Zhongyuan [6772 0022 0337]: "It is Necessary to Pay 
Attention to the New Situation in the Development of the Textile Industry"] 


[Text] The Textile Industry Should Continue to be Vigorously Developed 


In recent years, industries like iron and steel, automobiles, engineering, 
and so on have developed relatively fast. However, the textile industry, 
which became developed in the early days of our country, experienced its 

peak period a few years ago, contributed a lot to our country, and was re- 
garded as "a ready source of state revenue," has encountered very great 
difficulties in the past 2 years. Does it still need major development? “ur 
opinion is affirmative. 


First, as an important industry in the national economy, even in the diffi- 
cult year of 1984, the total profits and taxes of the textile industry 

handed over to the state still accounted for 11 percent of the total profits 
and taxes handed over to the state by the industrial enterprises of the whole 
country, ranking 5th of 15 industrial departments. Employing 5 million workers 
and staff members, the text’ie industry is a large industrial contingent. On 
average, of every 10 workers and staff members in the country, 1 is engaged in 
the textile industry. Textile products are important commodities for our 
country's earning of foreign exchange through the export trade. In 1984, the 
total foreign exchange earned through the export of textile products amounted 
to $4.15 billion, occupying second place in the country, second only to 
petroleum. Adding the foreign exchange earned through the export of silk 
products, the total export volume of textile products makes up 21 percent of 
the total export volume of the whole country, while the textile industry only 
consumes abcut $1 billion of foreign exchange per year. Therefore, it is an 
industry making good foreign exchange for our country. During the "Seventh 
5-Year Plan" period and the ensuing 10 years of economic vitalization, as our 
country will need more and more foreign exchange, developing the export of 
textile products. Which consume less foreign exchange, need a short capital 
turnover period, and have less problems regarding the domestic market should 
be an important strategic task. 


31 








. 


Second, the domestic market for the text ..e products has great potential. 

At present, although the textile products in our country can be purchased 
without coupons, buyer's markets for many products have been cultivated. 
Nevertheless, the purchasing power of the people in our country is still 
relatively low, with the per capita textile and fiber consumption being only 
about 4 kilograms, while the average level in the world is 7 kilograms, 16 
kilograms in Japan, and 24 kilograms in the United States. At present our 
country has over 22 million cotton spindles, occupying first place in the 
world. However, the per capita possession is only 0.02 spindles, which is 
lower the 0.03 spindles in India, the 0.08 spindles in South Korea, the 0.7 
spindles in the United States, the 0.49 spindles in Japan, and the average 
level in the world. With the development of the economic life of the people 
in our country from just having enough to eat and wear to the leading [of] a 
comparatively well-off life, the level of textile consumption will also 
gradually improve. 


Third, the amount of foreign exchange earned through the export of textile 
products in our country only occupies a very small share in the total trade 
volume of the textile products in the world, but it has enormous potential 

in the export trade. In 1984, the amount of foreign exchange earned through 
the export of textile products in the world has a great capacity. Amid the 
waves of the bourgeoning new technical revolutions, some developing countries 
and regions (such as Brazil, South Korea, and so on) seized the opportunity 
when the developed countries ceased to attach importance to traditional in- 
dustries. They carried out industrial readjustment to vigorously develop their 
own textile industries, expand export trade, and fill up the emerging market 
gaps. We should also seize this good opportunity to improve the export com- 
petitiveness of textile products and the levels of earning foreign exchange, 
and should capture more international markets for textile products. 


The Fundamental Way Out for the Development of the Textile Industry Lies in 
Technological Progress 


During the “Seventh 5-Year Plan" period and until the early stage of the 
"Eighth 5-Year Plan" period, the investment priority in our country will be 
shifted from new construction projects to technical transformation and the 
reform and expansion of the existing construction projects. This should 
also be the construction principle for the textile industry in our country. 


In the last decade, the textile technology in the world has developed very 
fast. Rather than being reduced, the gap between the textile industry in 

our country and the advanced level in the world has grown. First of all, 

this is reflected in the low labor productivity in our country. On average, 
the production of cotton yarn takes 6 working days in our country, but only 
1.5 working days in the United States end 2 working days in Japan. The cloth- 
weaving efficiency in countries like the United States, Japan, and others is 
all 4 to 5 times higher than that in our country. Moreover, the textile 
workers in our country work with greater labor intensity but poorer labor 
conditions. For example, the work load for a spinner in our country is double 
that of a spinner in Japan; the dust level in workshops is generally 3 to 4 
times as much as that in foreign countries; and the noise pollution level is 
10 decibels higher here than in other courtries. Furthermore, the variety of 
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textile products is monotonous, the quality is not high, the competitiveness 
on international markets is poor, and in the domestic markets they do not well 
suit the increasingly high demands of consumers. In addition to reasons like 
the ossified management structures, low management levels, irrational indus- 
trial structures, few varieties and specifications for chemical fiber mater- 
ials, another important reason resulting in this backward state is the back- 
ward technology and equipment. At present, apart from a small quantity of 
relatively advanced equipment imported from foreign countries, in general, the 
technology and equipment of the textile industry in our country is only 
roughly equal to the level in the 1960's of the industrial advanced countries 
and the weaving, man-made fiber and woolen dyeing equipment in our country 

is only equal to the level in the 1950's in foreign countries. The automa- 
tion degrees of China-made textile machinery are generally relatively low, 

the types and specifications of machinery are incomplete, and the production 
precision and the quality of the necessary accessories are all relatively poor. 
In order to change this backward state in the textile industry in our country, 
the fundamental way out lies in technclogical progress. 


It Is Necessary To Remedy the Lack of Funds for the Development of the Textile 
Industry 


In the last few years, the textile industry was in the peak period of pro- 
duction and basically handed over all its newly-created profits and taxes to 
the state, resulting in more and more debts incurred for reforming the old 
factories and improving welfare benefits. Therefore, if no special policy is 
adopted to let the textile industry “recuperate and multiply" and make re- 
markable technological progress, it will be very difficult for the textile 
industry to make major production increases. 


Nevertheless, in the face of the arduous tasks of reform, at present the most 
outstanding difficulty for the textile industry is a lack of funds. Even 
since the second step of the switch from profit delivery to tax payment his 
been made and the enterprises now retain more profits, the amount of profits 
retained by the textile enterprises still is at a low level in the country. 
At present the proportions of retained profits from the realized profits and 
taxes by the industrial enterprises in our country are as follows: township 
and town enterprises retain about 70 percent; enterprises jointly owned by 
China and foreign businessmen retain about 60 percent; the collective-owned 
enterprises retain about 47 percent; and the state-owned enterprises retain 
about 15 percent. However, the profit retained by the state-owned textile 
enterprises have to pay too many taxes, this will surely weaken their self- 
transformation and self-development capabilities and affect their ability 

to multiply funds and their product adaptability. 


Judging by the development process of the textile industry in the world, all 
the developed industrial countries once experienced having their textile 
industry need a major equipment renewal and technological transformation as 
well as the issue of a shift of textile industry from the basis of traditional 
industrial technology to the basis of new technology. While resolving these 
issues, these countries all gave special financial support to the textile in- 
dustry to help tide it over the difficulty. At present, the textile industry 
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in our country is also confronted with an issue of "shift," an issue of tech- 
nological transformation, and an issue of changing the expansion of quantity 
to the improvement of quality. In this process, it is necessary for the state 
to adopt special policies on the textile industry and support its development. 


First, regarding those old bases and enterprises which have made bigger con- 
tributions, had a better management foundation, accomplished better economic 
results, incurred more debts in technical transformation and welfare benefits, 
and retained fewer profits, we should apply measures like tax reduction to 
increase their profit retention rates to the average level or above in the 


country. 


Second, we should implement the new system of paying wages according to 
positions held. In the 1950's, the system of paying wages according to 
positions held adopted by the state in the light of the characterisitcs of 
the production ard labor in the textile industry played a very good role in 
the development of the textile industry. In the 1960's, for various reasons, 
it was suspended. At present, it should be restored. It is necessary to 
check and ratify the total sum of wages in light of the standard fixed number 
of staff members and wages and adopt the system of contracted total wages, 
in which wages will not be increased or decreased with the ii.-rease or de- 
crease in personnel. 


Third, in order to rapidly increase the levels of the textile machine--manu- 
facturing in China and provide advanced equipment for technical progress in 
the textile industry. We should actively support the development and pro- 
duction of the new equipment and technology of the textile engineering in- 
dustry, step up the combination of technology and trade and domestic develop- 
ment, adopt a policy of tax exemption on the new textile equipment and machin- 
ery during their trial sales period and give them price subsidies. 


Fourth, it is imperative to adopt effective measures to check any forms of 
“overcharging” and indiscriminately apportioning expenses, ensure energy re- 
sources for the textile industry, and appropriate a certain amount of foreign 
exchange to ensure raw materials for textile production. 


/8918 
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INDUSTRY 


QINGHAI BOOSTS GROSS INDUSTRIAL OUTPUT VALUE 
HK151538 Xining Qinghai Provincial Service in Mandarin 2230 GMT 14 Jul 86 


[Text] In the first half of this year, the province accomplished more than 
950 million yuan of gross industrial output value, an increase of 5.47 per- 
cent over the same period last year, exceeding the state's average growth 
rate and ranking 13th among China's provinces, cities, and regions. 


At the beginning of this year, there was a time when the province's indus- 
trial and communication production experienced a drop. But the provincial 
CPC Committee and government promptly formulated economic administrative 
methods as well as measures for invigorating enterprises, so that the tense 
situation of the enterprises’ liquid capital and raw materials was eased, 
and production grew. In June, the province accomplished a gross industrial 
output value of more than 620 million yuan, an increase of 8.4 percent over 
the same period last year. Of the province's product output values, the 
growth rates of crude oil, knitting wool, and [words indistinct] were quite 
rapid. The output values of 26 products accomplished over 48 percent of 
this year's quota. The growth rates of enterprises owned by collectives, 
as well as light industry, were higher than those of enterprises owned by 
the whole people and heavy industry. 


At present, the province's major problems in developing industrial production 
are unsatisfactory economic results, a drop in the profits of profit-making 
enterprises, a rise in production cost, slack sales of products due to big 
increase in liquid capital loans, a sluggish raw coal and automobile market, 
and unstable product quality. 


/8918 
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INDUSTRY 


BRIEFS 


GUANGDONG INDUSTRIAL GROWTH--Guangzhou, July 9 (XINHUA)--The first half of 
the year has been a good one for Guangdong Province's economy, officials said 
here today. Industrial output, profits and exports have all grown substanti- 
ally, they said. Virtually all of Guangdong's major industries are state- 
owned. According to provincial figures, Guangdong's industrial output value 
for the first 6 months grew 9.6 percent over 1985 to 24.4 billion yuan. In- 
dustry officials said the output goals of the region's overall plan were 
met--and they were pleased. "There were power shortages no one had expected, 
and we had to pay higher prices for fuel and raw materials than anticipated," 
said one, “but we were pleased we were able to grow at a good clip anyway." 
Profits increased almost as fast as industrial output, reaching nearly 1.7 
billion yuan during the first 5 months of the year, 105 million yuan more than 
in the same period in 1985. And the province earned U.S. $1.4 billion in 
foreign exchange for its exports of manufactured goods in the year's first 

5 months, up 50 percent from 1985. Profit and export figures for June have 
not been announced yet. Growing fastest among the province's industrial 
sectors were wrist watches, refrigerators, pesticides, chemical fertilizers, 
medicines and sugar. [Text] [Beijing XINHUA in English 1215 GMT 9 Jul 86 
OW] /8918 


GUANGDONG LIGHT INDUSTRY--Beijing, 7 Jul (XINHUA)--The total light industrial 
output value of Guangdong Province reached 6.5 billion yuan in the first 5 
months of this year, 600 million yuan more than Shanghai. This is the first 
time that Guangdong surpassed Shanghai--so far the most industrially developed 
city in China--in light industry, according to a local official. [Text] 
[Beijing XINHUA in English 0019 GMT 8 Jul 86 OW] /8918 


JILIN TRUCK PRODUCTION--Changchun, 15 Jul (XINHUA)--A second generation of 
Jiefang CA 141 5-ton trucks went into mass trial production in this capital 

of Jilin Province today, indicating a new stage for the development of China's 
moter vehicle industry. Li Zhiguo, deputy director of the Changchun No l 
Motor Vehiclz Plant, which specializes in producing Jiefang trucks, said here 
today that official production of the vehicles will begin next year. The 
trucks have a top speed of 90 kph and consume 26 percent less gasoline than 
the first generation. They are said to be durable and easy to repair. Start- 
ing production 15 July 1956, the plant has turned out 1,265,700 vehicles, 
accounting for one half of the country's total now in use, and expanded its 
variety to more than 30 types of trucks, cross-country motor vehicles, cars, 
and coaches. [Text] [Beijing XINHUA in English 1459 GMT 15 Jul 86 OW] /8918 
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IRON, STEEL INDUSTRIES PROFITS--Beijing, July 14 (XINHUA)--China's iron and 
steel industry yielded 5.9 million yuan in taxes and profits in the first 
half of this year, up 7.9 percent over the same period of last year, the 
Ministry of Metallurgical Industry said today. The iron and steel works 
operating under the ministry consumed nine kilograms of less coke for making 
one ton of iron, the ministry added. And in producing one ton of steel with 
electrical furnaces, they saved eleven kwhs of electricity. [Text] [Beijing 
XINHUA in English 1455 GMT 14 Jul 86 OW] /8918 


SHANDONG LIGHT INDUSTRY--In the first half of 1986, the light industrial 
enterprises in Shandong Province produced 2.77 billion yuan worth of indus- 
trial products, an increase of 17.14 percent over the same period of the 
previous year, fulfilling 51.43 percent of the annual plan. [Excerpt] 
{Jinan Shandong Provincial Service in Mandarin 2200 GMT 10 Jun 86 SK] /8918 


RECORD SICHUAN INDUSTRIAL OUTPUT--The gross industrial output value of 
Sichuan Province in June this year was some 4.5 billion yuan, a monthly 
record in history and an increase of 9.1 percent over June last year. Of it, 
light industrial output value increased by 13.4 percent and heavy industrial 
output value recorded an increase of 5.4 percent. [Summary] [Chengdu 
Sichuan Provincial Service in Mandarin 0930 GMT 9 Jul 86 HK] /8918 


SICHUAN IRON MINES--During the Seventh 5-Year Plan period, Sichuan Province 
will raise funds of 50 million yuan to exploit iron mines. These funds will 
be spent on the exploitation of the key mines. These funds will be spent on 
the exploitation of the key mines in Nanjiang and Liangshan. Iron ore re- 
sources abound in Nanjiang county and in Huili, Huidong, Yanyuan, and Dechang 
counties in Liangshan Autonomous Prefecture. Output of iron mines run by the 
prefecture and counties and of small mines has reached 1 million tons. How- 
ever, due to lack of funds for exploitation, the abundant iron ore resources 
of Nanjiang and Liangshan cannot be fully extracted. [Summary] [Chengdu 
Sichuan Provincial Service in Mandarin 0930 GMT 9 Jul 86 HK] /8918 


GUIZHOU INDUSTRIAL PERFORMANCE--Guizhous industrial output value in June rose 
by 8.4 percent over May, including a 7.3 percent increase in the enterprises 
owned by the whole people. The province's industrial output value in the 
second quarter was 2,110,250,000 yuan, representing 23.4 percent of the year's 
planned figure and showing a rise of 11.3 percent over the first quarter. 
Total output value ror the first half of the year was 3,939,720,000 yuan. 
[Summary] [Guiyang Guizhou Provincial Service in Mandarin 2200 GMT 8 Jul 86 
HK} /8918 


HAINAN INDUSTRIAL PRODUCTION INCREASES--Industrial production in Hainan region 
in the first half of this year increased continuously. The gross industrial 

output value in the first half year reached some 762.79 million yuan, record- 
ing an increase of 4.84 percent over the same period last year and accounting 


for 50.85 percent of the annual quota. [Summary] [Haikou Hainan Island Service 


in Mandarin 0300 GMT 15 Jul 86 HK] /8918 
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SHAANXI JUNE INDUSTRIAL OUTPUT--Shaanxi's industrial output value in June was 
1.724 billion yuan, an increase of 10.5 percent over the same month last year, 
an increase of 148 million yuan over the May figure, and a record. [Summary] 
[Xian Shaanxi Provincial Service in Mandarin 2330 GMT 5 Jul 86 HK] /8918 


JILIN INDUSTRIAL OUTPUT VALUE--In the first half of 1986, Jilin Province 
achieved stable and harmonious development in industrial production. The 
province realized 11.35 billion yuan of total industrial output value, and 8 
percent increase over the figure of the corresponding 1985 period. The pro- 
vince realized 1.21 billion yuan in profits and taxes handed over to the state, 
a 15.1 percent increase over the figure of the corresponding 1985 period. 

The province also realized 1.52 billion yuan of financial revenues, a 19.1 
percent increase calculated in terms of comparable items. [Excerpt] 
[Changchun Jilin Provincial Service in Mandarin 0930 GMT 7 Jul 86 SK] /8918 


TIANJIN INDUSTRIAL OUTPUT--In the first half of 1986, the output value 
realized by industrial enterprises throughout Tianjin Municipality reached 
14.74 billion yuan, an increase of 2 percent over the corresponding 1985 
period. [Summary] [Tianjin City Service, Mandarin 1330 GMT 4 Jul 86 SK] 
/8918 


GUANGDONG INDUSTRIAL PRODUCTION--According to statistics, from January to June 
this year, Guangdong Province's gross industrial output value was 9.6 percent 
more than in the same period last year. The profits and taxes of the state- 
run industrial enterprises covered by the budget recorded, from January to 

May this year, an increase over the corresponding period last year. Foreign 
exchange earned from the export of products from January to April this year 
was 50 percent more than in the same period last year. [Summary] [Guangzhou 
Guangdong Provincial Service in Mandarin 0900 GMT 7 Jul 86 HK] /8918 


GANSU INDUSTRIAL PRODUCTION INCREASE--The cumulative total of Gansu Province's 
gross industrial output value in the first half of this year was 6,034 million 
yuan, which accounted for 49.21 percent of the quota for the whole year and 
recorded an increase of 7.19 percent over the same period last year. Of it, 
the gross industrial output value in June was 1,190 million yuan. The province 
exceeded the monthly output value of 1.1 billion yuan for the first time and 
made the highest level in history. Output of 19 products, including pig iron, 
rolled steel, nickel, plate glass, washing machines, beer, and mixed feed, in- 
creased by some 10 percent. [Summary] [Lanzhou Gansu Provincial Service in 
Mandarin 2200 GMT 7 Jul 86 HK] /8918 
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DOMESTIC TRADE 


NINGXIA'S COOPERATION WITH COASTAL REGIONS REPORT 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 21 Dec 85 p 3 


[Article by Shi Haibo [1597 3189 3134]: "Scope of Cooperation Between Ningxia 
and the Coastal Regions Broadening" ] 


[Text] The lateral ties between the cities, prefectures and counties of 
Ningxia and some of their counterparts along the coast--where the strong 
points can offset weak points--have effectively promoted the economic 
development of them all. 


In the past, the remote region of Ningxia had to rely on such policies as 
"intellectual support for the frontier" to bring in funds, technology and 
skilled personnel from the developed coastal regions. This form of 
cooperation was usually of short duration and limited to certain specific 
fields. Last year, Ningxia adopted the method of setting up sister cities, 
prefectures, and counties with other provinces so that the sporadic and 
temporary cooperation of the past could develop into steady organized, well- 
planned cooperation. The scope of cooperation has since continued to expand. 
At present, 13 cities, prefectures and counties in this autonomous region have 
established ties with 16 cities, prefectures, and counties (districts) in 
Zhejiang, Liaoning, Anhui, and Shaanxi. After Shijuishan became a sister city 
of Pengpu, integration and cooperation formed between them in the fields of 
economy, technology, education and public health at various levels, through 
various channels and in various forms. At present, these 2 cities have jointly 
set up 7 enterprises including iron alloy plants and wool production bases, 
and started their technical cooperation on 16 projects, including the trial 
production of low-alcohol wines and Muslim foodstuffs. 


According to partial statistics, these sister cities, prefectures and counties 
have enabled Ningxia to attract more than 120 million yuan, more than 1,000 
technologies, and some 10 million yuan worth of materials from other 
provinces. At the same time, Ningxia transferred to other provinces some 30 
million yuan worth of coal, coke, ferrosilicon, cement, chemical fertilizers, 
wool, glass and other materials. 


9411 
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DOMESTIC TRADE 


SHANGHAI PRODUCTS FACE CHALLENGE FROM OTHER CITIES 
OW141136 Beijing XINHUA in English 1043 GMT 14 Jul 86 
[Text] Beijing, Jul 14 (XINHUA)—-Shanghai industrial products, usually con- 


sidered the best in China, are facing new challenges from outside of the 
metropolis. 





Shanghai residents used to trust only local products, believing that "Shang- 
hai means quality". "But now they find they cannot resist the temptation 
of goods from elsewhere," one city official told XINHUA today. 


Shop windows of the city's ten biggest department stores are displaying more 
and more goods from other cities, which now account for one third of the 
city's total sales, the official added. 


During two big sales exhibitions organized by the city's No one department 
store this summer, refrigerators and electric [as received] from other 
cities "sold much better" than local goods, he said. 


Refrigerators from Qingdao, Beijing, Guangzhou and Suzhou were selling more 
quickly than Shanghia products. 


The traditional products like silk from Hangzhou, corduroy from Changzhou, 
furniture from Guangzhou and air conditioners from Ningbo are also enjoying 
a high prestige in Shanghai market. 


A manager of the No one department store said: "We buy whatever quality 
goods for sale, without caring where they were producted." 


About 70 percent of refrigerators and fans now sold in the store are from 
other cities, he said. 


/6662 
CSO: 4020/387 
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FOREIGN TRADE AND INVESTMENT 


SPECIAL FEATURES OF CHINA'S FOREIGN TRADE 
Hong Kong CHING-CHI TAO-PAO in Chinese No 14, 14 Apr 86 p 32 


[Article by Zheng Tuobin [6774 2148 1755], Minister of Foreign Economic 
Relations and Trade: "Special Features of China's Foreign Trade"] 


[Text] China's foreign trade has become a matter of increasing interest to 
people at home and abroad. Looking back at the Sixth 5-Year Plan, we can 
see with a sense of gratification the progress that has been made. If we 
are to look forward to the Seventh 5-Year Plan, however, it is clear that a 
great deal remains to be done. 


According to statistics compiled by the Ministry of Foreign Economic 
Relations and Trade, the total amount of imports and exports during the 
Sixth 5-Year Plan came to $229.37 billion, showing an increase of 100 percent 
compared to $114.7 billion for the Fifth 5-Year Plan. In 1985, the total 
amount of imports and exports came to $59.21 billion, showing an increase 

of 56.6 percent compared to 1980. During the same year, foreign loan 
agreements amounting to $13.3 billion and contracts for direct investment 

by foreign businessmen amounting to $13.8 billion were signed; approval 

was given for the establishment of 2,260 joint enterprises, 3,470 jointly 
operated enterprises and 101 enterprises solely owned by foreign businessmen; 
2,600 contracts for construction projects and labor service abroad amounting 
to $5.1 billion were signed with foreigners. Of the $2.48 billion derived 
from completed construction and labor services, $1.19 billion were from 
contracts signed in 1985. 


China's foreign trade during the entire Sixth 5-Year Plan was marked by the 
following features: 


-The rate of increase for exports exceeded that for imports and the structure 
of import and export commodities underwent a change. During the Sixth 5-Year 
Plan, exports amounted to $115.12 billion, showing an increase of 95 percent 
compared to $58.6 billion during the Fifth 5-Year Plan. Thus, the rate of 
increase for exports exceeded that for imports. Although there was a slight 
surplus in our favor, there was essentially a balance between imports and 
exports. As regards the structure of import and export commodities, the ratio 
in the export of manufactured products exceeded that of primary products for 
the first time. 
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-There was a more rapid pace in the absorption of direct investments by 
foreign businessmen and in the increase in the number of large and productive 
projects. Prior to 1980, an overwhelming ratio in foreign capital absorbed 
by China was made up of foreign loans, while a very small part was made up of 
direct investment by foreign businessmen. Approval was given to the 
establishment of only 20 joint enterprises, most of which were in the coastal 
cities. During the Sixth 5-Year Plan, the proportion of utilized foreign 
that was direct foreign investment increased. Most of the joint enterprises 
whose establishment was given approval were projects of a productive nature. 
A start was also made to establish such sizable direct investment operations 
calling for large investments and advanced technologies as the opencut coal 
mine in Pingshuo in Shanxi, the International Trade Center in Beijing, and 
the Dazhong Automobile Co. Ltd. in Shanghai. At present, with the only 
exception of Xizang, direct investment projects by foreign businessmen have 
been established in 28 provinces, municipalities directly under the central 
government, and autonomous regions, creating a situation marked by an onward 
movement from the SEZ's and coastal cities open to foreigners to the 
hinterland. 


-There was considerable development in contracting for construction and labor 
cooperation projects and an increase in the prestige of contracting companies 
through competition. This type of operations, which first made its 
appearance in 1979, represents a newly developed business in the field of 
international economic cooperation in our nation. During the Sixth 5-Year 
Plan, the number of countries and regions with which we carried on such 
operations increased from 29 in 1981 to 85 in 1985, while the number of 
laborers assigned to foreign countries increased from 17,000 to 59,000 during 
the same period. There are now 64 companies in China engaged in such 
operations. They have, by engaging in intensive competition in the international 
contracting and labor markets, improved their operational capability and 
prestige. The ratio of contracts for undertaking engineering projects out 

of the total numbet of contracts has increased from 54.7 percent in 1981 to 
88.2 percent in 1985. We have also made a start in contracting for a number 
of large projects totaling over $100 million. 


At the start of the Seventh 5-Year Plan in 1986, the development of foreign 
economic relations and trade came to be regarded as a matter of major 
importance in the overall economic development of China. In explaining the 
proposal put forward for drawing up the Seventh 5-Year Plan, Premier Zhao 
Ziynag pointed out that the two keys to construction during the Seventh 
5-Year Plan were, first, the vigorous upgrading of the economic effectiveness 
of the enterprises and, second, the strengthening of our ability to earn 
foreign exchange. To further develop our foreign economic relations and 
trade, we must direct our efforts toward the following: 


1. We must seek to increase our capability to earn foreign exchange, to 
increase our exports, and to upgrade our economic effectiveness. We must 
establish a system for the production of export commodities step by step and 
according to a plan, engage in production and export operations to meet the 
needs of the international market, upgrade the technical standard of production 
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and the competitiveness of our export commodities, and ensure the sustained 
and stable improvement in the quality and quantity of our export commodities. 


2. We must make use of foreign capital to raise preferential low-interest 
and long-term loan funds among government departments and international 
banking organizations. While seeking to absorb large amounts of direct 
foreign investments, we must also seek foreign commercial loans to the limit 
of our ability to make repayment. Foreign capital should be used mainly on 
such key projects as the speeded up development of energy production and 
transportation and the technical reform of existing enterprises. We must 
regard the establishment of technology-intensive and foreign-exchange-earning 
enterprises the main objective in absorbing direct investments by foreign 
businessmen. 


3. While consolidating and developing the market for contracting construction 
and labor cooperation projects with foreign countries, we must also direct 

our efforts toward the development of new markets. We must regard the 
increased export of labor as a matter of priority and engage in contracting 
for projects to the limit of our ability. 


4. We must continue to engage in foreign aid projects to the best of our 
ability. We should select and engage in projects which are within our 
capability and which meet the needs of the recipient nations. We must 
consolidate and upgrade the economic effectiveness and usage of projects 
which have been completed. 


5. We must continue to reform the foreign trade system, create the necessary 
conditions for achieving steady progress. We must fundamentally improve 
relationships using out of the developments in foreign trade and establish 

a socialist foreign trade system with Chinese characteristics. 


It is my belief that with effort, our foreign trade will be further developed 
during the Seventh 5-Year Plan and that our economic relations with the 
countries and regions throughout the world will be further strengthened. 


9621/12951 
CSO: 4006/1044 
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FOREIGN TRADE AND INVESTMENT 


CONFERENCE ON FOREIGN CAPITAL OPENS IN NANNING 
HK161354 Nanning Guangxi Regional Service in Mandarin 1000 GMT 15 Jul 86 


[Text] A regional conference on utilizing foreign capital to import technology 
opened in Nanning today. The conference mainly summed up the experiences of 
our region in utilizing foreign capital over the past few years; studied the 
orientation of utilizing foreign capital in the new situation of opening up, 
invigorating, and reform; did a good job in coordination in all aspects; 
strengthened leadership and management; and enhanced our region's work of 
utilizing foreign capital to a new plane. 


Wang Rongzhen, regional people's government vice chairman, attended this 
morning's conference and spoke. In his speech, he said: Our region did the 
work of utilizing foreign capital from 1979 to the end of 1985. Our region 
directly absorbed investments made by foreign businessmen and concluded con- 
tracts for 232 items. Foreign businessmen invested $350 million, and $110 
million of foreign capital was used. In particular, in 1985, contracts for 
122 items were concluded and foreign businessmen invested $230 million, and 
some $30 million was actually utilized. They respectively ranked seventh 
and eighth in the whole country. 


In his speech, Wang Rongzhen pointed out: Although our region has made 
relatively big progress in utilizing foreign capital, due to the fact that 
this is a new work, we do not have much experience and many problems still 
exist. For example, we have lacked the plans of and guidance to trade. We 
have often repeatedly imported the same items. We have imported fewer items 
that are used to exploit resources and to promote exports to earn foreign 
exchange. The products of some joint ventures cannot be sold abroad to earn 
foreign exchange. We cannot maintain a balance of income and expenditure in 
foreign exchange. The preparatory work for items in the preliminary period 
has been poorly made. There is still a certain difficulty in the domestic 
contributory capital and so on. 


Vice Chairman Wang Rongzhen demanded: Through this conference, it is neces- 
sary to seriously solve the following several problems: 


1. It is essential to correctly cause foreign investments to be rationally 
made in the right items. 
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2. It is imperative to strengthen preparatory work for items in the pre- 
liminary period and to well in the feasibility study of items. 


3. It is necessary to run well the existing enterprises in which foreign 
businessmen have invested. 


4. We must strengthen leadership over and management of the work of 
utilizing foreign capital, enhance our work efficiency, strive to fulfill 
the quotas for utilizing foreign capital for this year and during the 
Seventh 5-Year Plan period, quickly catch up with national pace, and enhance 
our region's work of utilizing foreign work to a new plane. 


/8918 
CSO: 4006/1184 
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FOREIGN TRADE AND INVESTMENTS 


SICHUAN ESTABLISHES GROUP FOR FOREIGN CONTRACTS, MANPOWER EXPORT 
HK120247 Chengdu Sichuan Provincial Service in Mandarin 2200 GMT 11 Jul 86 


[Excerpts] The Sichuan provincial leadership group for contract projects, 
abroad and manpower cooperation was recently set up in Chengdu with the aim 

of further expanding the province's manpower exports and, in conjunction, 
exporting raw materials, equipment, and technology. The tasks of the group 
are, under the leadership of the provincial government, to carry out overall 
planning, coordinate, guide, and provide services for the province's contract 
projects abroad and manpower cooperation. The leadership group will organize 
labor in a unified way for contract projects undertaken in other provinces and 
foreign countries, and for the export of productive and service manpower of 
various kinds. 


The group held its first meeting on 11 July. Pu Haiqing, vice governor and 
head of the group, pointed out that it is essential to emancipate the mind, 
persevere in reform, do a good job in exporting manpower, and take full ad- 
vantage of the province's strong point in manpower resources. In manpower 
cooperation, it is necessary to have a clear picture of the guiding idea by 
basing our work on our own province, developing work in other provinces, and 
entering the international labor market. 


He said: Although the province has already exported 150,000 laborers in an 
organized way, and has started to contract for projects in the international 
field, this is far from enough and we must work hard to develop the effort. 

We must formulate some policies for encouraging and promoting manpower export. 
Specialized professional coordinating groups should be organized to strengthen 
liaison with the departments and organs concerned. 


We must insist on putting quality first in contract projects abroad, strive 
to ~educe labor costs, improve economic results, and strive to develop new 
markets, so as to make still greater contributions to the province's 
economic development. 


/8918 
CSO: 4006/1184 
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FOREIGN TRADE AND INVESTMENT 


FOREIGN TRADE DEVELOPMENT IN WUHAN REPORTED 
Wuhan CHANGJIANG RIBAO in Chinese 25 Oct 85 p 1 


[Text] In 1 year after being opened to the outside world, Wuhan has 
established direct trade relations with 32 countries and regions on the 5 
continents. According to information obtained from the municipal foreign 
economic and trade commission on 22 October, Wuhan has held many small trade 
fairs and trade talks since the beginning of this year, and its export volume 
has risen sharply. At present, the value of its export contracts already 
signed exceeds 100 million yuan, and the actual export volume is more than $25 
million. 


Wuhan worked out its own plans for foreign economic relations and trade in 
September last year. Since then, it has taken a gigantic step forward in its 
trade relations with foreign countries. The municipal foreign economic 
relations and trade commission used this city as the source of export 
commodities. At the same time, it strengthened the integration of cities and 
counties through the established channels and lost no opportunity in 
increasing the commodities for export. In a single transaction which took 
place between the industrial and foreign trade departments in early September 
last year, more than $20 million worth of commodities were made available for 
export. 


At present, through trade fairs, trade talks, sales promotion abroad, and the 
invitation of returned overseas Chinese or their families to serve as 
"bridges," Wuhan has established its trade contacts with more than 40 
countries and regions and formed direct trade relations with the Soviet Union, 
Japan, West Germany and 29 other countries in addition to Hong Kong, Macao and 
other regions. While broadening the channels of foreign trade, the export 
companies in Wuhan are adopting the policy of holding trade fairs and trade 
negotiations as a centralized means of sales promotion and at the same time 
keeping up its usual practice of inviting foreign traders through 
correspondence and telegrams, conducting sales canvasses abroad, and holding 
interviews to increase the transactions. 


9411 
CSO: 4006/620 





FOREIGN TRADE AND INVESTMENT 


FOREIGN TRADE ACTIVITIES IN SHANGHAI'S SUBURBiN COUNTIES 
Beijing RENMIN RIBAO OVERSEAS EDITIONS in Chinese 31 Dec 85 p 3 


[Article by Sun Hongxiang [1327 3163 4382]: "Suburban Counties of Shanghai 
Becou'ng Increasingly Active in Foreign Trade"] 


[Text] As a result of their vigorous efforts to develop foreign trade, the 
counties in Shanghai's suburban areas have continued to increase their export 
volume yearly. 


In the past 7 years, according to statistics, the export volume of these 
counties increased by an average of 24 percent each year. In 1984, 10 
counties in these areas supplied to the foreign trade departments commodities 
for export totaling 1.35 billion yuan in value, a net increase of 1.06 billion 
yuan over 1978. In the first 6 months of this year, the value further 
increased 15 percent over the same period last year. The export commodity mix 
of these counties has markedly changed along with the continued development of 
the rural economy. Now, the export products in all these areas have developed 
from a few traditional agricultural sideline products to more than 300 
varieties including handicraft products, garments, toys, household electrical 
appliances, machines and chemicals. 


In the course of developing their production for exports and strengthening 
their management, these counties have accumulated certain useful experiences. 


Foreign trade companies were formed in most of these counties. All departments 
have attached great importance to the organization of their production for 
exports. As long 4s any project or product can be exported, the departments 
responsible for planning, supply, finance, commerce, and science and 
technology would closely cooperate with one another and give priority to the 
achievement of the required productive capacity. 


The development of new products. In the past several years, all the counties 
in Shanghai suburban areas have acted in accordance with the information 
supplied and suggestions offered by the foreign trade departments and lost no 
opportunity in developing many products--such as duck livers, beef cattle, 
prawns, eels, pigs with lean meat, reed-shoots, furs, and xiaohu sheep skin-- 
that are in demand on the international market. At the same time, they have 
taken special care to preserve the tradit‘onal native and special products 
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with good export prospects by building their production base in order to turn 
them into "highly competitive" goods. 


The care for minor transactions. These counties welcome any transaction, 
though small, complex and not very profitable, provided they can earn more 
foreign exchange out of it. In the case of toys, for example, some foreign 
traders often ordered only several gross or even several dozen, and for 
garments, they wanted many different specifications and styles in mixed 
packaging. To meet the needs of competition on the market, the customer may 
want to take delivery of the goods in a few days. Sometimes, soon after the 
start of regular production of certain goods, the foreign trade departments 
may want these counties to switch over to another line of products immediately 
because of certain changes on the international market. The making of these 
abrupt changes may be difficult for large enterprises, but not for the 
counties and townships in Shanghai's surburbs because of their "flexibility." 


The improvement of quality, the increase in foreign traders' trust, and the 
stronger competitive power of their products on the international market. The 
goat hair of Chongming County has the fine characteristics of being long, 
straight, pointed, soft and resilient, and is considered valuable writing 
brush material. It is one of the popular commodities in China's export trade. 
The woven straw articles of Jiading County are selling well in more than 30 
countries and regions because of their attractive and novel designs. The 
embroidered garments produced by the peasants in Songjiang, Shanghai and 
Chuansha counties are the handicraft articles whose popularity can never be 
lost on the international market. The township industry, like a new force 
emerging out of nowhere, has added many attractions to the export trade. The 
"sunflower" ceiling fans, circular wire rope clips, convenient hand pumps, 
bicycle pedals, jackets and camphor sticks are listed as Shanghai's fine- 
quality products much welcomed by the customers. 


The flexible and varied modes of business operation. In recent years, besides 
undertaking the processing of materials supplied by the customers and 
according to their specifications, and compensation trade, these counties have 
also set up more than 10 integrated agriculture (industry) and foreign trade 
enterprises jointly with the foreign trade departments, and cooperated with 
foreign traders in forming joint ventures. These measures have greatly 
accelerated the development of exports in these counties. 


9411 
CSO: 4006/614 
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FOREIGN TRADE AND INVESTMENT 


INCREASE IN HANDICRAFT EXPORTS PLANNED FOR 1986 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 23 Dec 85 p 3 


[Article by Bai Changhui [4101 1603 2585] and Feng Xiao [7458 1366]: "Big 
Increase in Handicraft Exports for China Next Year"] 


[Text] China's handicraft exports, which earned $5.5 billion in foreign 
currency during the Sixth 5-Year Plan, will develop fairly rapidly during the 
Seventh 5-Year Plan beginning next year. This was revealed in a press 
interview by Yu Zhiting [0060 0037 1656], general manager of China National 
Arts and Crafts Import and Export Corporation. 


Yu Zhiting said: "The production and export of China's handicraft products 
have had a long history, and many of these products are well received by 
foreign customers. China has developed its handicraft exports fairly rapidly 
since the founding of the People's Republic 36 years ago. Especially in the 
31 years prior to 1981, the exports developed almost from scratch at the 
average rate of 14.7 percent each year, and the products were sold in 170 
countries and regions. In the past several years, however, the slow-down of 
economic growth in the Western capitalist countries, the drastic changes in 
demand and supply in the handicraft product market, the readjustments and 
improvements for the structure, quality, variety, styles and models of China's 
handicraft exports, and the failure of our export management to keep pace with 
the current developments all combined to slow the speed of increase. 
Nevertheless, China's handicraft exports could still bring in $5.5 billion in 
foreign exchange, a fairly good performance." 


As for the trend of future development, Yu Zhiting envisaged a fairly big 
increase in China's handicraft exports during the Seventh 5-Year Plan. "Next 
year will be the beginning of the Seventh 5-Year Plan, and at the very 
beginning of that year, the main effort will be directed at streamlining the 
relationship between production and marketing, strengthening the management 
and regulation of exports, and improving export service. We will also produce 
more easily marketable goods, organize the supplies, and gradually set up a 
complete and rational system of production for exports." 


Yu Zhiting continued: "Sales promotion will be continued next year mainly in 


the United States, Japan, Western Europe, Hong Kong, Macao and other key 
markets for our exports. At the same time, active efforts will be made to 
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open our markets in Oceania, Southeast Asia, the Middle Fast, Latin America, 
the Soviet Union, Eastern Europe and Africa." 


In conclusion, general manager Yu Zhiting said emphatically: "There is a good 
market abroad and good potential at home for China's handicraft exports in 
addition to many favorable conditions for us to further increase our exports. 
The strong support and close cooperation from our overseas agents are one of 
these favorable conditions. Next year, in the China National Arts and Crafts 
Import and Export system, efforts will be made to improve and strengthen the 
work of export services so as to bring about closer cooperation with our 
customers, old and new, abroad. Let us wish our overseas agents and customers 
a very prosperous year ahead!" 


9411 
CSO: 4006/620 
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FOREIGN TRADE AND INVESTMENT 


FUJIAN ESTABLISHES OPEN ECONOMIC ZONES ON FOUR LEVELS 
Shanghai WEN HUI BAO in Chinese 21 Apr 86 p 1 


[Article by reporter Shen Jiqing [3088 0679 1987]: "Fujian Establishes Open 
Economic Zones on Four Levels"] 


[Text] Situated in a forward position in east China, Fujian Province has made 
use of the open door policy in a flexible manner to establish economic zones 
open to foreign countries at four different levels stretching from the coastal 
area deep into the hinterland. The multilevel form for the implementation 

of the open door policy has caught the interest of people at home and abroad. 


The first level in opening Fujian to the outside world is the Xiamen SEZ 
which is in the forward position in the implementation of the open door 
policy. Its area has been expanded to the entire 131 square km of the island. 
A land, sea, and air communication network has been established with the 
outside world. Direct-dial telephone service has been inaugurated with 24 
large and medium cities in China and foreign countries. Four new 10,000-ton 
berths have already been put to use. The newly established Huli Industrial 
Zone is gradually taking shape. Last year, the production value of the “three 
capital" enterprises (joint capital, cooperative capital and sole capital) 
came to 18 percent of the total industrial production value of the entire 
city. 


The second level open to foreign countries is the city of Fuzhou which has 
made serious efforts to bring in foreign capital to remold its old enterprises 
and to engage in the construction of its basic facilities. Capital 
construction of the 4.4 square km Mawei Economic and Technical Development 
Zone east of Fuzhou has been completed. Foreign businessmen engaging in 
investment and the establishment of enterprises are accorded privileges second 
only to those accorded the SEZ's. Now under discussion in the development 
zone are over 20 joint ventures, and contracts for 5 projects have already 
been signed. 


The Xiamen-Zhangzhou-Quanzhou delta area represents the third level in opening 
up the province to the outside world. This area includes the 11 counties 
(cities) which make up the hinterland of the Xiamen SEZ. Bu taking advantage 
of the position enjoyed by overseas Chinese originally hailing from that region, 
the counties have been able to absorb outside capital to establish various 


types of joint enterprises. 
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The cities of Putian, Sanming, and Longyan and such prefectures as Ningde 
represent the fourth level in opening up the province to foreigners. By 
making use of their natural resources, they also have been able to absorb 
foreign capital to engage in joint enterprises. 


The implementation of the multilevel open door policy not only makes it 
possible to attract foreign capital through various sources, but also helps 
to channel capital and technology from the coastal area to the hinterland 

to promote the economic development of the entire province.: By the end of 
last year, the province had signed 1,993 economic contracts of various types 
with foreign businessmen, imported $889 million in foreign capital and 
established 699 “foreign capital, overseas Chinese capital and Hong Kong and 
Macao capital" enterprises. The per capita income of the people of Fujian 
has jumped from 22d in the nation in 1978 to 16th today. 


9621/12951 
CsO: 4006/1044 
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FOREIGN TRADE AND INVESTMENT 


ECONOMIC, TECHNOLOGICAL EXCHANGES BETWEEN FUJIAN, MACAO FLOURISH 
HK170303 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0146 GMT 15 Jul 86 


[Text] Fuzhou, 15 Jul (ZHONGGUO XINWEN SHE)--There have been frequent 
economic and technological exchanges between Fujian and Macao in recent 
years. 


The Fujian International Economic and Technological Cooperation Company, 
which mainly contracts overseas projects, set up a technological service 
limited company Macao in 1984 and undertook the construction of five in- 
dustrial buildings, including the Cheung Lung Industrial Building and the 
Ruk Tai Industrial Building, with the volume of contract totaling over 
HK$110 million. This year the company contracted the construction of the 
International Center and Fuk Wing Mansion, which cost HK$130 million and 
HK$5 million, respectively. The company also set up the Wai Hoi Company 
limited and the Fuk Tai Paper Products Company limited in Macao, with a 
total investment of HK$1 million. 


Macao's businessmen have also come to Fujian one after another to run joint 
ventures. Macao's Hei Li Decoration and Design Engineering Company, Cheung 
Hing Furnishings Company, Hua Chuan Engineering Company Limited, Kam Chiu 
Trading Company, Macao Feng Cheung Company, Lung Hua Trading Company, and 
other industrial and commercial enterprises have run a number of joint 
ventures and cooperative enterprises with Fujian, including the China Fuk 

Li Decoration and Design Engineering Company, Tung Hua Industrial Company 
Limited, Hsin nga Furniture Company Limited, and Aquatic Products Develop- 
ment Company. Business of these enterprises included decoration, electronic 
products, tourism, paper products, furniture, breeding of aquatic products, 
property, garments, leather products, and car maintenance. Of these, in- 
vestment made by Macao businessmen totaled over $15 million. In 1985, 
Fujian's relevant departments approved the construction of the Fuzhou 
International Hotel, to be handled jointly by Fuzhou and Macao, with a total 
investment of around $10 million. Since its establishment in 1985, the 
Fujian-Macao construction Development Company Limited, jointly run by Fujian 
and Macao's Wai Hoi Development Company Limited, has undertaken construction 
and decoration projects. Its volume of business has totaled 37 million yuan. 


Since 1979, the volume of Fujian's commodities exported to Macao has reached 
$27 million. Meanwhile, Fujian has undertaken the business of processing 
goods for Macao's entrepreneurs. 


/8918 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


ZHEJIANG 1985 EXPORTS--According to information from departments concerned in 
Zhejiang, the export volume of the province reached $774 million at the end of 
November and is expected to exceed $870 million, more than trebling 1980's 
$240 million this year. According to the information, the grand total of 
Zhejiang's export volume in the past 5 years was $5,237 million with an 
average annual increase of some $100 million at a 29.7 percent progressive 
rate. Zhejiang's export trade has developed fairly rapidly since it took over 
the management of its own exports in 1982. The varieties of its export 
commodities were increased from the original number of 400 to the present 800, 
and are sold in 120 instead of the former 80 countries and regions. Among its 
export commodities are pearl tea, Shaoxing wine, Meilin canned food and silk, 
all of which are enjoying good reputations abroad. Some of them even won 
international awards. The joint ventures with Chinese and foreign investment 
have also shown initial success. From January to November this year, these 
enterprises exported $2.84 million's worth of goods, and the amount is 
expected to be increased to $3.5 million in the year. The export volume of 
Xihu Rattan Products Plant, the first joint venture, may reach $1.4 million in 
value this year. [Article by Du Youlin [2629 0645 2651]] [Text] (Beijing 
RENMIN RIBAO OVERSEAS EDITION in Chinese 21 Dec 85 p 3 ] 9411 


EASTERN EUROPEAN TEXTILE EXPORTS--This year, China exported to the Soviet 
Union and the Eastern European countries textile products and garments of more 
than 1.36 billion Swiss Francs, equivalent to more than $600 million, in 
value, a 76 percent increase over last year. In the past several years, 
China's textile exports to the USSR and the Eastern European countries 
increased fairly rapidly. The value of exports of $130 million in 1982 was 
increased to $340 million in 1984, and then to more than $600 million this 
year. The rate of increase in its export volume this year over last year was 
41.6 percent for the USSR; 407 percent for Poland; 131 percent for 
Czechoslovakia; 174 percent for Hungary; and 40 percent for the Germany 
Democratic Republic. China's textiles have become the traditional products and 
are enjoying brisk sales in these countries, which will become China's second 
largest textile market. [Text] [Beijing RENMIN RIBAO OVERSEAS EDITION in 
Chinese 23 Dec 85 p 3) 9411 
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JIANGSU'S 1985 EXPORTS--Jiangsu fulfilled its export quota for the current 
year on 20 December, 10 days ahead of schedule, with an export value of $1,493 
million, a 5.94 percent increase over the same period last year. It is 
expected to reach $1.5 billion by the year end. According to an official of 
the foreign economic relations and trade department, the foreign trade 
enterprises in the province have been very enthusiastic in their production 
for foreign trade. The branch corporations for the import and export of light 
industrial products, foodstuffs, edible oil, native products and animal 
products and 68 plants have produced for exports in joint operations. The 
supply of commodities for export is steady and their quality has been 
improved. [Text] [By Gao Feng [7559 1496] and Zou Guofang [6760 0948 5364)] 
[Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 31 Dec 85 p 3] 9411 


HEILONGJIANG EXPORT PLAN--Heilongjiang Province fulfilled its annual export 
plan by 63.4 percent in the first half of 1986, showing an increase of 65.5 
percent over the corresponding period of 1985 and setting a record. [Excerpt] 
[Harbin Heilongjiang Provincial Service in Mandarin 2100 GMT 12 Jul 86 SK] 
/8918 


JOINT VENTURE ENTERPRISES INCREASE--Beijing, 1 Jul (ZHONGGUO XINWEN SHE)--China 
has to date run 144 joint venture and wholly owned enterprises in 34 countries 
and the Hong Kong and Macao region, involving a total investment of $239 
million. Based on a 1 July JINGJI CANKAO report, China is now negotiating 

on another 300 or so joint venture projects abroad, spread all over Asia, 
Africa, and Latin America. The majority of the 144 China-run enterprises 
abroad go in for natural resources development, product processing, building 
projects, navigation services, banking and insurance, advisory services, and 
the catering business. They are spread all over the United States, Japan, 
Canada, West Europe, Latin America, the Middle East, Africa, and South Asian 
countries, as well as the Hong Kong and Macao region. [Text] [Hong Kong 
ZHONGGUO XINWEN SHE in Chinese 1236 GMT 1 Jul 86 HK] /8918 


TIANJIN FOREIGN TRADE SYMPOSIUM--The municipal foreign trade symposium held 
jointly by the Science and Technology Work Department of the Tianjin Municipal 
Party Committee and the Municipal Foreign Economic Relations and Trade 
Commission opened in Tianjin Guesthouse yesterday. Besides the experts and 
workers of the departments concerned in the city, experts and scholars from 
Beijing, Shanghai, Wuhan and Shijiazhuang were invited to participate. The 
main topic of the meeting was the adoption of effective measures to make 
better use of Tianjin as a coastal economic center and a foreign trade port in 
order to expand foreign trade and earn more foreign exchange. Vice Mayor Li 
Langqing [2621 1526 3237] said in his speech: The vigorous development of 
foreign trade should be viewed and practiced as a strategy for the economic 
development of Tianjin city. We must systematically and gradually change the 
production structure and focus our efforts on the international market. He 
accordingly raised such issues as the establishment of a number of base plants 
for exports and some arts and crafts enterprises for improving the quality and 
raising the grades of products, the full utilization of the harbor facilities 
and the formation of a regional port and a foreign trade corporation for 
unified action in dealing with foreign traders. He not only gave his own 
ideas but also set the task for the participants to study. [Text] [Tianjin 
TIANJIN RIBAO in Chinese 13 Nov 85 p 1] 9411 
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TIANJIN HEATING PROJECT--Mayor Li Ruihuan met with Vice Mayor ([Simeizi] of 
Helsinki, Finland; Director [Engewaer], President [Nobeike] and Vice President 
[Baweilaining] of Swedish-Finnish International [Yikepaipu] Corporation, and 
other Swedish and Finnish guests yesterday morning. Both the host and the 
guests held friendly talks on cooperation in heating for.Tianjin City. As 
revealed by the department concerned, heating has been listed as one of the 
key projects for next year. For the purchase of buried thermo-pipes required 
in heating, the consultation companies under the Tianjin Foreign Trade 
Promotion Association have conducted investigations and study in the products 
of six different foreign enterprises. After analyses and comparisons, the 
products of [Yikepaipu] Corporation were chosen, and a contract was signed 
with this corporation by the Tianjin International Trust and Investment 
Corporation. Work on this project is now being organized on a limited scale 
by the Tianjin Municipal Key Project Command and the Municipal Water Supply 
Bureau. [Yikepaipu] Corporation has also dispatched its experts to provide 
on-the-spot guidance. [Text] [By Hao Zhaoguang [6787 3564 0342] and Xiao 
Zhuang [4194 8369]]) [Tianjin TIANJIN RIBAO in Chinese 13 Nov 85 p 1} 9411 
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SPECIAL ECONOMIC ZONES 





LILUN YUEKAN ARTICLE URGES DEEPENING REFORM 
HK181301 Beijing LILUN YUEKAN in Chinese No 6, 25 Jun 86 pp 4-9 


[Article by Liang Xiang [2733 3276]: "Deepen the Reform, Continue to Forge 
Ahead") 


[Text] Under the correct leadership of the party and with the energetic 
support of the people throughout the country, the consturction effort of the 
Shenzhen Special Economic Zone, after 5 years of exploration, has scored 
relatively great achievements. Reviewing and summing up past work and 
peering into the future, we can further unify thinking, set clear-cut goals, 
uphold reform, and press forward triumphantly. 


1. Sum Up Experiences and Deepen Reform 


In line with the instructions of the central leadership comrades, the tasks 
of the special zone can be summed up as the following three aspects: 1) 
Giving full play to the pivotal role of four "windows"--technology, knowledge, 
management, and foreign policy--and of two "fans" with their effects on our 
and other countries; 2) making bold explorations as an area experimenting 
with structural reform and providing useful experiences for other inland 
areas in structural reform; 3) serving as a base for the training of skilled 
personnel, enabling more cadres to obtain two sets of skills in organizing 
domestic construction and developing economic relations with foreign countries. 
The special zone's experience of 5 years shows that the guideline of estab- 
lishing the special economic zone is correct and that the policy of opening 
up put forth by the central authorities is correct. Achievements relatively 
obvious are as follows: 


1. A relatively good environment for investment has been established. In 

5 years, there was an investment of 6.4 billion yuan in capital construction, 
with work completed on an area of 9.3 million square meters. Work on 37 
square kilometers of "fundamental construction in seven fields with the 
leveling of earth" [qi tong yi ping 0003 0001 1627] was completed. A 
200,000-ton waterworks was built. In the field of electric power, a connec- 
tion was made with the big power network of Guangdong Province. In telecom- 
municaitons, 11,000 program control telephones were put into use with direct 
links with Hong Kong, the United States, and more than 20 cities of the 
country. One-third of the investment in construction came from city revenue 





and money raised by enterprises themselves. The balance comprised bank loans, 
foreign investments, and funds from various central departments and provinces 
and cities. Direct investment from the state accounted for only 3.7 percent. 


2. With the development of industry, the economy has been thriving. Shenzhen 
originally had only some small factories, with only 8,000-odd workers. It has 
now reached the stage of development with eight main industries--electronics, 
textiles, light industry, machinebuilding, medicine, petrochemistry, con- 
struction materials, and food processing. It has more than 800 kinds of pro- 
ducts turned out by itself, with 90,000 workers. Total industrial output 
value for 1985 reached 2.67 billion’ yuan, an increase of 60 percent compared 
with 1.66 billion yuan in 1984, and a 44-fold increase compared with 60 million 
yuan in 1979. There are more than 400 industrial products for export with a 
total value of U.S.$300 million, accounting for 41 percent of the total sales 
volume of industrial products. 


3. Advanced teczhnology and foreign investments have been brought in. By the 
end of 1985, 4,708 agreements had been signed with businessmen from 17 countries 
and regions, with an agreed investment of $3.56 billion. Foreign investments 
already put to use reached $970 million, accounting for about one-seventh of 

the total amount of direct foreign investment received by the whole country. 


4. The role of “windows” and "fans" with their effects have been initially 
brought into play. Through importing and transferring technologies, the 
China Integrated Textile Limited Company, the Shenzhen Aviation Standard 
Pieces (Jian 0115) Limited Company, The Shenzhen Zhongguan Printing and 
Dyeing Limited Company, the Shekou China Silk Company, and other units have 
produced a good effect cn raising the production and technical levels of in- 
land enterprises. 


5. The people's living standard has shown a marked improvement. The wage 
level of the special zone averaged 200 yuan. The average wage of cadres and 
workers of administrative units and institutions in 187 yuan. In 1985, the 
per capita income of peasants in the special zone reached more than 1,500 
yuan. More than 80 percent of the peasants built new housing. 


The development of the Shenzhen Special Zone has produced a positive effect 

on Hong Kong and Taiwan and helped in removing some Hong Kong Compatriots’ 
doubts about Hong Kong's future. Through the special zone, Taiwan compatriots 
have come to observe our party's policy of opening up. The special zone's 
existence and development have strengthened their confidence in the reunifi- 
cation of the country. Meanwhile, the development of the special zone has 
aroused increasing concern from foreign countries. 


Now everyone shows great concern over whether the reform in the special zone 
will succeed. For a socialist country to run a special economic zone is a new 
thing. It is an exploratory effort toward the buidling of socialism with 
Chinese features. The central authorities demand that the special zone must 
act as a testing ground for reform, must "make a break with the existing 
system" to carry out reforms, must "take a special approach to special things 
and a new approach to new things and be unchanged in stand with totally new 
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methods adopted," and must boldly carry out reforms, but in a sure-footed 
manner. In line with the spirit of these instructions, what can be described 
as an initial reform took place from 1981 to 1984. It found expression as 
follows: 


1. It was a reform from one item to another. For example, there were the 
enlargement of enterprise decisionmaking power, the liberalization of market 
prices for rural products and the market for the means of production, the 
simultaneous reform of the wage system and the price structure, and so forth. 


2. It was a reform focusing on simplifying administration and delegating 
power and enlarging enterprise decisionmaking power. Relatively big changes 
were made in the personnel system, labor system, and government organs. 


3. The invitation of tenders for construction projects and che introduction 
of contracts at all levels in an enterprise were taken as brezkthroughs in 
reform to give a boost to other reforms. 


4. The development of the commodity economy and the realization of distribu- 
tion according to work. It was mainly a graduai release from the bonds of 
the following: umified control over people's needs and over distribution, 
unified control over appropriations and expenditures, the practice of eating 
from the same big pot, and egalitarianisr. 


The structural reform and the upgrading of ideas had become increasingly 
popular with people. People had come to realize the importance of the time 
factor, efficiency, the market, economic results, the concept of profitability, 
and the pioneering spirit. Reform produced a great effect, with successes 
obtained in the initial battle. 


On this basis, we again proceeded with new reforms. Beginning in 1985, we 
entered the stage of overall reform. The stage of overall reform has four 
features: 


1. The reform of system and reforms carried out as parts of the whole. The 
main task called for the perfection of various management systems, including 
micro control, macro control, and control in special fields and the coordin- 
ation of their mutual relations. 


2. A reform with financial operations as its focus. Reform of the financial 
system is geared to the way the special zone market operates. By relying 
chiefly on the nature of how funds operate, financial market mechanisms are 
brought into play enabling the whole economic operation to come alive. 


3. With trade associations as points of penetration and through the estab- 
lishment of various trade associations, guidance is given and control exer- 
cised in a planned manner. Meanwhile, stimulation is given to the exercise 
of control by social organs over matters between trades, in order to develop 
more extensive or "lateral" ties. Thus, things operate effectively with 
administrative means reduced. 








4. A switchover from initial reform to overall reform. A main change lies 
in developing extensive ties, establishing a market system, and making the 
fullest use of the market mechanism and perfecting it in practice. 


The dee ening of an overall and systematic reform requires us to more con- 
scious y act in line with the theory about the socialist planned commodity 
economy and to observe and apply the law of value, the law of supply and 
demand, the law of competition, the law governing commodities and money, and 
so forth. Meanwhile, the development of an overall and systematic reform 
also enables us to more firmly beleive that without the reform, there would 
be no prosperity in the special zone and no thriving growth there. 


2. New Tasks in Building the Special Zone Under New Conditions 


In the spring of this year, the national special economic zone work confer- 
ence suggested that during the Seventh 5-Year Plan period, the special 
economic zone must go a step further, march forward in the direction of an 
externally oriented economy as an objective of struggle, give full play to the 
pivotal role of “four windows" and “two fans" and serve better the national 
effort toward socialist modernization. The conference stressed that, at 
present, we must seriously sum up experiences. Work must catch up with the 
changing situation. We must uphold high standards, set strict demands, re- 
duce the scale of capital construction, ensure production, achieve high 

level, and seek results. 


In our opinion, these demands by the special zone work conference are in line 
with the realities of Shenzhen and must be resolutely upheld and carried out. 
First as far as strengthening macro control throughout the country as a whole 
is concerned, the special zone economy is part of the socialist economy and 
is a necessary and wholesome supplement to the socialist economy. The build- 
ing of the special zone is not free from the restraints of the whole national 
economy. Excessive scale of capital construction in the special zone will 
also have an effect on the development of the national economy and also a 
harmful effect on the further development of the special zone's economy. 
Therefore, we must make arrangements for parts with the whole in mind. 
Second, as far as the special zone itself is concerned, after several years 
of construction, there is a need for digestion, consolidation, and improve- 
ment, in order to better act in line with the nature of the special zone and 
its tasks and its effects on our and other countries. Thus, we can further 
do our work well and give full play to the various potential strong points of 
the special zone, so that they can play a still greater part in developing 
economic cooperation and technical exchanges with foreign countries and 
stimulating the modernization of the motherland. This is like fighting. 
After a major battle, there is a need for summing up experiences, consoli- 
dating forces, and rearranging plans, in order to prepare for still greater 
victory in the next battle. 


At present, the whole situation is developing in a way favorable to us. Its 
main manifestation are: 


1. The guiding idea of “not tightening but loosening" has become more 
clarified. 
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2. The guideline about "the whole country supporting special zones and 
special zones serving the whole country" has left an increasingly deep imprint 
on the minds of people. 


3. The ever greater consolidation of the political situation of stability 
and unity throughout the country and throughout the province, the further 
deepening of the structural reform, the strengthening and improvement of 
macro control, and the maintenance of the development of the national economy 
in an overall, coordinated, and quick manner--all these provide favorable 
conditions for our further running well the special economic zone. 


4. After more than 5 years of construction, Shenzhen has further improved 
its environment for investment and has increasingly strengthened its attrac- 
tion for foreign countries. Despite greater difficulties experienced last 
year, it still achieved sustained and steady growth. This pointed to the 
special district's adaptability and capacity for absorption. A relatively 
good material foundation has initially been laid for the development of an 
externally oriented economy. 


5. After several years of practice, the masses of cadres in the special zone 
have acquired through groping and accumulated certain experiences and have 
developed more talents. Especially since party rectification, they have 
summed up experiences, raised their ideological awareness, and strengthened 
party spirit, laying an ideological foundation fox the further development 

of the special zone. 


Generally speaking, the situation is favorable. There are many favorable 
factors. Of course, many difficulties and problems still beset the develop- 
ment of the special district's undertaking, such as lack of funds, shortage 
of electricity, weak links still existing in management, and so forth. 


In line with the spirit of the national special zone work conference and our 
city’s concrete conditions, we defined the guiding ideas for our work in 

1986 as follows: We must insist on opening up, deepen the reform, straighten 
our relations, strengthen management, develop an externally oriented economy 
with industry as its focus, reduce the scale of capital construction, ensure 
production, achieve high levels, seek results, and lay a good foundation for 
the further development of the special zone. 


1. We must bring the scale of capital construction under control and re- 
arrange the mix of investments. To realize the strategic objective for the 
development of the special zone during the Seventh 5-Year Plan, we must 
ensure the achievement of a social industrial structure, with industry as its 
focus, in regard to the amount of investment, orientation, and composition to 
enable other industries to link up as parts of the whole. Increased invest- 
ments in commerce, hotels, the tourist industry, and hospital facilities must 
be compatible with the development of the special zone. The scale of capital 
construction this year must be strictly held down to the level of 1984. In 
controlling the investment in capital construction, we must not only control 
the amount of investment but also pay attention to readjusting the mix of 
investments and sorting out projects. By readjusting the mix of investments, 
we can guarantee the construction of priority projects. Here lies the key 
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to success in controlling the amount of investment in capital construc- 
tion. 


2. We must focus on the development of an externally oriented industry, 
stimulating an upsurge in the whole economy. First, we must introduce the 
guideline of integrating industrial, commerical, and technical workers, and 
energetically develop an externally oriented industry. Wr: must uphold the 
principle calling for “what is light in weight, compact, advanced, and new," 
and put the emphasis on developing light and textile industries, and other 
traditional industries such as building materials, food processing, sophisti- 
cated machinery, petrochemistry, and so forth, which are provided with ad- 
vanced technology and equipment and capable of producing quick results with 
little money invested and earning a good amount of foreign exchange. Through 
such patterns as call for "industrial, commercial, and technical workers," 
"traders, industrial workers, and peasants," and so forth, we must unite 
forces in the three fields--production, circulation, and technical knowhow-- 
and strive to improve the quality of existing products and to energetically 
research and produce new products and develop new markets. In line with the 
needs of the Hong Kong and the international market, we must pay more atten- 
tion to fine quality, high standards, and what is in shortage and give 
priority to the development of “most salable" products. The aim is to enable 
the special zone to put more industrial products produced by itself on the 
international market, thus further expanding exports and earning more foreign 
exchange. 


Second, we must coordinate in a unified manner efforts to combine introducing 
what is from abroud with organizing relevant domestic forces and pay attention 
to selection and screening. Through investment negotiations, discussion 
meetings, exhibitions, and other patterns, we must energetically bring in 
foreign funds and advanced technologies and develop new industries. Meanwhile, 
we must rely on domestic industrial forces to combine the strong points of the 
special zone and inland industrial bases and strengthen the attraction of the 
special zone and the competitiveness of its products. We must select for the 
purpose of integration enterprises economically and technically relatively 
strong and capable of producing competitive products on the international 
market, or areas with rich resources. We must make apoint of transplanting 
imported advanced technologies and scientific management methods to inland 
areas and giving full play to the pivotal role of the special district as 
"four windows" and “two fans." 


Third, we must pay attention to agricultural production. Our city is close 
to Hong Kong. Much can be achieved by developing agriculture, which is an 
important pillar of the effort to earn foreign exchange. We must seriously 
uphold the spirit of the "1986 Rural Work Plans of the CPC Central Committee 
and the State Council" and make a practice of enabling industry to supplement 
and support agriculture and simultaneously launching industry, sideline occu- 
pations, planting, the breeding trade, and fishery. We must continue read- 
justing the mix of products, improve production conditions, develop intensive 
farming, and provide proper services needed before and after production. We 
must strive to increase live products of good quality and high grade, in 
great variety, and suited for the market. We must develop the processing of 
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agricultural and sideline products and strive to raise the rate of production 
of commodities in the field of agriculture. 


Fourth, we must energetically readjust the composition and distribution of 
tertiary industry and raise the quality of products. Commerce must be con- 
tinuously enlivened. State commercial enterprises must energetically organ- 
ize the sources of goods, increase or reduce commodity inventories, hold down 
commodity prices, add to networks, and give the masses every convenience. 
Foreign trade departments must take the initiative to properly coordinate 
economic ties with industry and agriculture and be keen on providing market 
information for industrial and agricultural production and paving the way for 
production and marketing. The tourist industry and catering and other ser- 
vice trades must pay attention to develop medium and low grades of service 
and make a point of studying the quality of services and continuously improv- 
ing the qulaity of the relevant force, the level of management, and economic 
results. Communications, transportation, storage, banking, and other sectors 
must energetically provide good services for the development of an externally 
oriented economy. 


Fifth, we must further improve the environment for investment and focus on 
doing a good job of perfecting and linking the fundamental facilities of 
existing developed areas. We must especially concentrate limited funds on 
properly handling the building of energy, telecommunications and transportation 
industries. We must draw up policies offering more favorable treatment in 
introducing what is from abroad and organizing relevant domestic forces. We 
must establish and perfect various economic laws and regulations. We must 
resolutely stop bad practices derogatory to the reputation of the special 
zone, such as freely collecting fees, imposing high charges, "pulling a 
feather off any wild goose," and so forth. We must simplify the procedures 
for doing business and raise efficiency. 


Sixth, we must establish an information network for the special zone and 
extend business to areas abroad. This year, we must strive to establish 
special zone trade organs in the United States and Japan and some countries 
in Southeast Asia, keep well informed of international market conditions, 
pave the way for sales outlets, gradually establish well-informed news net- 
works and thriving sales networks, and expand trade with foreign countries. 
We must energetically run well Shenzhen as an economic news center and 
develop information and consulting industries to provide information services 
for the enterprises of the special zone. 


3. We must deepen the reform, and establish and perfect an economic system 
compatible with the development of the special zone. The main demand of this 
year's reform is that, in line with the central decision on the reform of the 
economic system and the spirit of the Seventh 5-Year Plan, we must consolidate, 
digest, supplement,-and improve on the results of reform achieved several 
years ago, so that reform can produce still greater results. Meanwhile, 
focusing on the development of the rule of the market mechanism, we must 
gradually establish and perfect the system of macro control at the special 
district level with indirect control as its focus appropriately reform govern- 
ment organs in charge, enabling reform work in the special district to deepen. 
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Regarding the system of enterprise control, we must seriously reorganize 
parent companies and holding companies with government administrative powers 
and realistically achieve the aim of separating government administration and 
enterprise management, so that enterprises can really become relatively inde- 
pendent economic entities. On the basis of stocktaking and accounting, state 
and collective enterprises must establish and perfect the manager (factory 
director) responsibility system involving set objectives during a given tenure. 
Enterprises connected with the organization of domestic forces and those 
directly involved in foreign trade must introduce a manager responsibility 
system under the leadership of a board of directors. During his tenure, the 
Manager must be responsible for enterprise profits and losses and also hold 
himself responsible for enterprise assets. Focusing on enlivening an enter- 
prise, he must try to improve its matters of operation and management, per- 
fect its economic contract responsibility system, introduce economic account- 
ing and the system of accounting and auditing, perfect the system of demo- 
cratic management, and further stimulate and develop extensive economic ties 
that cut across departments and across areas. 


Regarding the market mechanism, we must give full play to the pivotal role of 
the special district in building connections between domestic and international 
markets. We must expand the market related to commodities, technology, funds, 
foreign exchange, and information, and further reform the price structure and 
perfect the pricing system of combining [word indistinct] price and market 
price. Meanwhile, we must adopt effective measures to stimulate the rational 
circulation of labor. We must gradually establish a regulatory mechanism of 
macro control with indirect control at its focus, and comprehensively apply 
pricing, credit, taxation, and other economic means to maintain the coordin- 
ated operation of the macroeconomy. 


Concerning the system of controlling credit funds, we must establish a 
financial system with indirect financing as the primary and direct financing 
as the secondary factor, gradually establish various patterns of financing, 
and liberalize the money market in a controlled manner. The central bank of 
the special district must strengthen leadership and control over various 
specialized banks and non-bank monetary organs in matters of business and give 
full play to its supervisory and regulatory role. 


Regarding the financial system, we must study new taxation systems and tax 
rate differences suited for the development of the special zone, in order to 
achieve the aim of encouraging or restricting the development of certain 
undertakings and increasing revenue. 


Regarding the system of controlling foreign trade, we must adhere to the 
principle calling for "unified policy and unity in approach to matters of 
foreign trade" and establish a foreign trade control system suited for the 
development of an externally oriented economy for the special district. 


The administrative control system must also be further reformed. We must 
establish a highly efficient control system suited for the special district's 
economy and try to properly bring about a comprehensive balance. Various 
government departments must apply economic legal, and necessary administra- 
tive means, giving full play to its functions involving decisionmaking, 
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guidance, supervision, control, and regulation. Meanwhile, we must actively 
create conditions, establish trade associations, consumer councils, and other 
social organizations to help the government in taking good care of the economy. 
Reforms in cultural, educational, scientific and technical fields, and about 
matters of political science and law, port affairs, control of capital con- 
struction, matters related to the workers, wages, and so forth must be 

further explored and perfected. 


4. We must strengthen management and improve results. This year, we must 
attain higher levels and bring about results. This must be tackled as an 
important task. Thus, we must put the strengthening of management and the 
improvement of economic results on the agenda. To this end, we must direct 
simultaneous efforts toward macro control and micro control. 


Regarding macro control, we must, in line with the general guiding idea 
calling for a fundamental balance between overall demand and overall supply, 
do a good job of making macroeconomic forecasts to bring about a balance in 
the financial budget, credit funds, commodities, foreign exchange, the popu- 
lation, and labor and a balance between them. We must strictly control credit 
funds and consumption funds. In using loan money, we must prudently study 
whether we can afford to repay it. We must guard against blindly using it 
without regard to objective conditions. Consumption funds must be strictly 
controlled and the purchasing power of social groups must be restrained. We 
must strictly control the wage level and prohibit the practice of freely 
raising wages and freely giving away money and things. We must further per- 
fect the system of foreign exchange control and use limited foreign exchange 
in a proper, flexible and effective manner. Meanwhile, we must carry on with 
the business of sorting out and reorganizing things in eight respects that 
began last year. We must establish and perfect various laws and regulations 
and systems and give full play to the role of wages, taxation, pricing, and 
other economic levers. We must make a gradual switchover from direct control 
to indirect control as the dominating factor and form a highly efficient 
economic supervisory system that combines division of labor with cooperation 
and organically combines legal, economic and administrative means. 


In exercising micro control, we must make a penetrating study of problems in 
enterprise management and give guidance put in different categories. We must 
continue enlivening things without restraint and establish and perfect various 
regulations and systems, perfect the economic responsibility system and the 
on-the-job responsibility system, strive to improve enterprise management, do 
a good job in making market forecasts and business decisions, and carry 
various levels of management and operation one step nearer perfection. We 
must strengthen city control work in regard to communications, public security, 
city appearance, and so forth, and strive to turn Shenzhen into a new rising 
city that is full of life and also neat, tidy, and peaceful. 


In sum, there must be a new breakthrough in this year's business of control. 
We must strive for a relatively big improvement in enterprise economic re- 
sults and social benefits. 
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5. We must pay attention to intellectual development and improvement in the 
quality of cadres and workers. The special zone must develop an externally 
oriented economy and continuously increase the competitiveness of its products 
on the international market. As far as this is concerned, skilled personnel 
represent a decisive factor. Several years ago, we did a large amount of work 
in recruiting, training, and using skilled personnel and achieved very satis- 
factory results. But the quality and the number of existing skilled personnel, 
on the whole, still fall short of the needs of the rapid development of the 
special district's undertaking. 


In solving the problem of skilled personnel in the special district, the main 
thing is to do a good job of intellectual development in the special zone 
itself and follow our own path of training skilled personnel. At various 
levels, through many channels, and in various forms, we must use party schools, 
colleges and institutes of higher learning to train cadres and workers. In 
line with the needs of the development of the special zone and what the 
quality of existing cadres and workers is like, we must make overall arrange- 
ments for the training of skilled personnel and give priority to the training 
of leadership cadres, high-level technical management personnel, and the third 
echelon. We must strengthen training in a second language and cultivate more 
people with foreign language skills. In line with the needs of production and 
Management, we must seriously make plans for the training of skilled personnel 
and submit them to the higher levels for the record. We must organize train- 
ing in relevant skills and vocational training. 


We must also pay attention to the rational use of skilled personnel and stirve 
to achieve the aim of knowing a subordinate enough to make the fullest use of 
his abilities, assigning jobs to people according to their abilities, giving 
full scope to a person's abilities, and letting there be no waste of a person's 
abilities. In our approach to the existing skilled personnel in the special 
zone and especially in recruiting skilled personnel in various fields, we must 
make rational arrangements for their use in light of what they specialize in 
and their specialities, so that there can be scope for a talent's abilities. 


6. We must continue properly handling the building of the party and the 
building of spiritual civilization to bring about a further turn for the 
better in the party style and social practices in the special zone. We must 

do a good job of party rectification from beginning to end. This is a need 

in improving party leadership and ensuring the healthy development of the 
special district's undertaking. We must continue paying intense and proper 
attention to the matter. At present, we must seriously uphold the spirit of 
the (1985) Document No 57 issued by the General Office of the CPC Central 
Committee and link reality with the rectification of the work style of organs. 
We must advocate being honest and faithful in serving the public, show will- 
ingness to be “oxen set to reclaiming wasteland," and oppose such practices 
as abusing power to serve private ends, lining a person's own pockets at the 
expense of the public, going in for ostentation and extravagance, and 

throwing money about. We must insist on employing people "from all corners 
of the world" and “appointing people on their merit." We must oppose estab- 
lishing strongholds, practicing sectarianism, and "appointing people by 
showing favoritism." We must advocate going deep into lower levels and making 
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investigations and studies and resist bureaucratism which is divorced from 
reality. We must combine rectification with correction and resolutely rectify 
unhealthy practices. Major and important cases exposed, especially those in- 
volving party member leadership cadres, must be looked into as quickly as 
possible and seriously dealt with. 


In rectifying the work style of organs, we must start with leadership organs. 
Leading cadres must set personal examples. The Standing Committee of our 
city CPC Committee has decided to take the lead in living up to the following 
requirements: 1) We must seriously study fundamental Marxist principles and 
the party's general and specific policies on the proper operation of the 
special zone, and raise our capacity for foresightedness and creativity in 
work performance. 2) We must get deeply involved with reality, widely pro- 
mote the practice of making investigations and studies, speak less empty talk, 
and do more concrete things. We must go deep into the midst of lower-level 
units to make investigations and studies, doing so for not less than 3 months 
in 1 year and writing one or two reports by linking reality with theory in 
investigation and study. 3) We must take the lead in rectifying party style, 
insist on participating in the activities of the party group in a given area, 
consciously accept supervision from the masses, realistically take good care 
of the party work style and party discipline in units under our control, and 
introduce the responsibility system concerning party work style and party 
discipline. 4) We must perfect the system of democratic life. The Standing 
Committee must call a meeting on democratic life once every half a year to 
unfold criticism and self-criticism, exchange confidences to get rid of mis- 
understanding and bring about unity and mutual help. 5) We must show the 
revolutionary spirit of fighting amidst hardships, strictly practice economy, 
oppose extravagance and waste, and strive to turn the party organization into 
unified, tough, upright, and high efficient militant collective. 


We must also perseveringly seek the proper handling of the building of 
socialist spiritual civilization. Strengthening of the building of spiritual 
civilization in the special zone is a task of an important, urgent, and 
arduous nature peculiar to itself. We must first further clarify the guiding 
idea of "taking care of the two civilizations at the same time" and put on a 
solid basis the 5-year plan for building spiritual civilization, that is, 
"That Program for Building Social Spiritual Civilization in The Shenzhen 
Special Economic Zone." We must take good care of regular theory studies for 
cadres and siyxengthen education in the situation, education on “four haves" 
[si-you 0934 2589], education on the four fundamental principles; education 
on the need to uphold the policy of reform and openness; education on the 
concept of the whole situation; education on state discipline; ideological 
education on collectivism, patriotism, socialism and communism; education on 
revolutionary traditions; and education on the legal system. We must further 
handle well the business of cultural control and resolutely get rid of all 
social garbage and cultural garbage harmful to the people physically psychologi- 
cally. We must adopt the method of comprehensive treatment to consolidate 
social order and take good care of social peace and security and resolutely 
hit out at various criminal activities and serious economic crimes. Through 
the building of the party and the building spiritual civilization, we must 
bring about a still bigger turn for the better in party work style and social 
practices to ensure the continuous development of the special district's con- 
struction cause in the socialist direction. 
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GUANGMING RIBAO ON SHEKOU ECONOMIC REFORM 
HK101011 Beijing GUANGMING RIBAO in Chinese 21 Jun 86 p 3 


[Article by Yuan Geng [5913 1649]: “A Probe into Economic Structural Reform 
in the Shekou Industrial Area"] | 


[Text] Abstract: In our economic structural reform, we must break away 

from the confines of regions and departments. From the very beginning, the 
Shekou industrial area made a breakthrough in lateral economic relationships, 
thereby touching the traditional economic mode on its most sensitive part. 
However, breaking away from such restrictions does not mean completely solv- 
ing the problem concerning the old system. We should also carry out a number 
of system reforms. The Shekou industrial area is carrying out the following 
reform experiments: It is reforming the personnel management system, allow- 
ing talented people with education, potential, and ideals to take part in 
management work; it is removing the “iron chairs" of cadres and encouraging 
the practice of promoting and demoting cadres through public polls; it is 
reforming the labor system the following the principle of issuing wages and 
bonuses according to enterprises’ operational results and personal contribu- 
tions, under which workers who violate contracts can be fired; it is establish- 
ing highly capable and efficient government organs; it is encouraging the 
people to have stronger senses of time, competition, trust, information, 
equality, morality, and, in particular, democracy and the legal system; and 
it is eliminating bureaucracy, the patriarchal system, life-long tenure, and 
all types of privileges in the political system. Only in this way can it 
really form a socialist commodity economic system. [end abstract] 


China's economic structural reform is a very complex and difficult matter. 


As everyone is aware, China's traditional economic mode determines enterprises' 
activities and destiny according to departmental or regional administrative 
subordination. Funds, materials, talented people, the labor force, technology, 
and equipment are all controlled by departments or regions, which are separate 
from each other. Enterprises are subordinate to departments or regions and 
carry out their activities according to the will of the leading officials 
departments or regions. They are prone to ignore the law of commodity economic 
development and run counter to the requirements for large-scale modernized 
production. Naturally, their activities cannot be reational. We have under- 
stood since the very beginning that success or failure in the Shekou indus- 
trial area will determine whether the area can break away from the "control" 
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and “restrictions” by departments or regions. Over the last few years, we 
have, in the spirit of cutting all means of retreat, made relentless efforts 
to change this situation. Before the state announced the establishment of 
special economic zones, we had already developed extensive lateral economic 
relationships with enterprises in the country and abroad. We have so far 
built several hundred cooperative enterprises and joint ventures. These 
enterprises, which are laterally linked by economic belts, can rationally 
carry out their activities because they have broken away from the confines 
of the vertical organizational structure--the restrictions by departments or 
regions--in terms of the use of funds, the position of legal entities, the 
will of shareholders, and observing the "rules of the game” in the market 
economy. A new type of enterprise full of vitality has arisen on Chinese 
soil, and the concept and role of enterprises’ autonomy is gradually under- 
stood and accepted by people. 


Only by reaking away from the confines of the old structure, which is 
characterized by the separation of departments from regions, can enterprises 
in China's hinterland operate according to the economic law, do their work 
well, circulate their goods smoothly, bring the talents of their personnel 
into full play, and make good use of their materials. When construction 
started in the Shekou industrial area, it began to make a breakthrough in 
lateral economic relationships, to reduce administrative intervention, to 
strengthen the function of enterprises, and to change government direct con- 
trol over enterprises into indirect control, thus touching the traditional 
economic structure on its most sensitive part. 


However, breaking away from the confines of regions and departments does not 
mean completely solving the problem concerning the old system. For this 
reason, we have carried out a series of structural reform experiments in 
Shekou over the last few years. 


We have reformed the personnel management system and recruited from all parts 
of the country "adventurists" who are educated and have both potential and 
ideas. In the past, talented people in China were assigned to their posts by 
the state. Without exception, in our early period, cadres were sent here by 
the higher authorities. Some of the cadres could not meet the requirements 
for the work of opening up to the world because their scientific and educa- 
tional level was too low and their basic international knowledge too meager. 
In 1980, with the approval of the relevant central authorities, we recruited 
talented people from all parts of the country through examinations. Various 
localities gave us the green light. Thus, a good trend of rational transfer 
of talented people appeared in China for the first time. We recruited a 
large number of talented people from among graduates or research students of 
Qinghua University, Beijing University, Jiaotong and Tongji Universities in 
Shanghai, Zhejiang University, and the Shanghai Navigation Institute. After 
training them by stages, we recommended them to industrial management depart- 
ments and enterprises. Young people with professional knowledge have taken 
part in administration and management, greatly improving the quality of cadres 
in Shekou. The cultural structure the mix of ages, and the population are 
becoming rational. 
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We have removed the “iron chairs" of leading cadres and introduced the method 
of selecting or dismissing cadres by public poll. Previously, as soon as 
cadres entered leading posts, they got into various sizes of "rings of 
powers." As the legal system remains imperfect, “customs and habits influence 
people to such an extent that even the worthies cannot avoid," and some 
people will abuse their power for personal gain. Therefore it is necessary 
to practice a high degree of democracy for the people so that they have the 
right to elect, supervise, and dismiss cadres. During his inspection tour to 
Shekou in spring 1983, General Secretary Hu Yaobang had a talk with our young 
cadres and was very happy about their growth. With his approval, we trial- 
implemented in the Shekou industrial area the democratic method of electing 
production management committees by secret ballot and adopted a (draft) 
electoral law for the industrial area. A management committee is elected 
every 2 years; two management committees have been elected so far. In addi- 
tion, voters cast trust votes for members of the management committee every 
year, and any committee member receiving majority nonconfidence votes must 
step down. On 24 April this year, trust votes were cast for the second man- 
agement committee by 84 percent of the voters. All of the committee members 
won the people's trust. 


We used the funds accumulated by one enterprise to take the risk of developing 
an area. Although this area is small, only 8.22 square kilometers, it is 
China's first industrial area that is not listed in the state plan and the 
development of which does not require the allocation of state funds. There 

we have carried out "five buildings and one leveling," that is, building 
roads, a pier, a water supply plant, a power station, and a telecommunications 
station, and leveling a vast expanse of land for standard workshops, houses, 
kindergartens, schools, and a hospital, thus giving enterprises some govern- 
ment functions. Sanezumi Esaki, well-known Japanese economist and former 
foreign trade minister, said: "An enterprise of the China Merchants Navigation 
Company has developed such a large industrial area. This is unique in the 
world." During his visit to shekou several years ago, Premier Zhao Ziyang 
said: “Using one enterprise to develop an industrial area is a new experiment 
in China as well as in the rest of the world." He called this the "Shekou 
mode," 


We have gradually formed a socialist commodity economic system with foreign- 
capitalized enterprises and joint ventures the liveliest component. Enter- 
prises enjoy full autonomy within the framework of law. Input and output are 
carried out according to the law of the market economy. As some Yugoslav 
friends said, "in terms of the market economy. As some Yugoslav friends 
said, “in terms of management, foreign-captial based enterprises enjoy com- 
plete autonomy. This is a typical capitalist operational form." Our rela- 
tionships with these enterprises are basically in coordination and harmony. 
We have been getting along with each other well in “peaceful coexistence." 
Although we have some inherent negative factors, we have something in common 
with foreign businessmen: We follow the economic law and pay attention to 
economic results. For example, we were the first to introduce the method of 
inviting tenders for technological projects; we treat residential houses as 
semi-commodities or commodities and are instituting the "home ownership" plan; 
4 years ago, we began to reform the wage and labor systems, to issue bonuses 
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and rewards according to the operational results of enterprises and individual 
"devotion," and to fire workers who violate contracts; we have boldly frozen 
the original administrative grading system and wage scale system for cadres 
and workers and decided their wages according to their ability, post, and 
contributions. 


We have formed a highly capable and efficient government. In 1984, with the 
agreetent of the central authorities, the Guangdong provincial and Shenzhen 
urban governments approved the formation of a local power organization-—-the 
Shekou administration--by the Shekou industrial area. Administratively, it is 
subordinate to Shenzhen City, but its main officials are appointed by the 
industrial area. According to the provincial and urban regulations, it has 
the powers some urban governments have and is relatively independent. This 
government must exercise its administrative powers in line with the state 
law, but its main task is serving enterprises and working for the economic 
development of the entire industrial area. This government has been estab- 
lished under the principle of simplified administration and high efficiency. 


The government is the superstructure whereas the enterprise is the economic 
base. In theory, the superstructure should serve the economic base and the 
government the enterprise. But in reality, this problem has remained un- 
solved for a long time. The government either exercises direct management 
over the enterprise by administrative means or keeps it under rigid control. 

As a result, the enterprises cannot bring its role into play. We have openly 
announced that the Shekou administration serves all legal enterprises in the 
area and provides legal protection for them so as to ensure their healthy 
development, thus giving them the green light for legal and rational operation. 


We are trying to establish socialist democracy in Shekou. We believe that 

the crux of reforms and opening up to the world is to practice a high degree 
of socialist democracy. The realization of democracy requires many conditions, 
the most important of which is the replacement of the old, feudal, and back- 
ward ideas of staff and workers by new ones. 


Our country is heavily weighted down by the remnants of the feudal system, 
which lasted several thousand years. Being in a self-contained natural 
economy for a long time, the country's productive forces are low and it is 
easy for people to rely on each other, to become complacent and conservative, 
and to refuse to make progress. This has constituted a huge obstacle to 
social reform and social progress. Over the last few years, we have energet- 
ically encouraged various types of new concepts: The concepts of time, com- 
petition, trust, information, equality, professional morality, and, in par- 
ticular, democracy and legal system. We are trying hard to remove the main 
shortcomings in our political system, such as bureaucracy, excessive central- 
ization of power, the patriarchal system, life-long tenure for leading cadres, 
and all types of privileges. We think that the cause of these shortcomings 
is the lack of democracy and a perfect legal system. We can say that reform 
of the political and economic systems is aimed at realizing a “high degree of 
socialist democracy" put forward by the 3d Plenary of the llth CPC Central 
Committee. Based on this analysis and understanding, in 1982 we began to 
introduce to the industrial area the method of electing cadres by public 
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opinion poll. Subsequently, we elected a management committee by secret 
ballot. The management committee frequently holds news briefings announcing 
the administrative and economic situations and measures of enterprises, en- 
curaging the masses and professional and academic organizations to comment on 
its work, and encouraging people to criticize leaders by name. We stand for 
political overtness, advocate that the people should have the right to know 
the situation, and encourage freedom of speech within the framework of the 
constitution. Of course, we should not think that there are no obstacles to 
the implementation of all this. Returning the people's rights to the people 
is very reasonable. But influenced by the “extensive democracy" left over 
by the "great Cultural Revolution," some people now equate “making trouble" 
with democracy. This is really a tragedy of the era. We feel that the 
Shekou industrial area has the suitable soil for socialist democracy to take 
root in, as Shekou is a modern industrial society with a developed economy, 
well educated people, a strong sense of democracy, a stable life, and effic- 
ient administration. After practicing democracy for 4 years on a trial basis, 
great progress has been made in terms of social morality and habits, the 
mental status of the people, and economic results. A host of facts has 
proved that entrusting a committee with important tasks without supervision 
is sometimes dangerous. The crux of supervision lies in allowing the people 
to enjoy a high degree of democracy. 


We are carrying out reform experiments on the implementation of rules and 
regulations. For example, we have stopped implementing the State Council 
regulation on exempting customs duties for "one large electrical appliance” 
carried by a Chinese returning to the country from a visit abroad. This is 

a samll matter but helps improve social habits. How are the results of our 
experiments? We welcome friends in the economic field to conduct a survey in 
Shekou and give us guidance. For academics who want to come but have no 
time, I would like to provide the following basic figures. . 


By the end of 1985, we had signed with businessmen 209 agreements on running 
enterprises, of which 129 were agreements on running joint ventures, account- 
ing for 62 percent of the total; 28 were agreements on running foreign- 
capitalized enterprises, accounting for 13 percent; and 52 were agreements on 
running enterprises with the hinterland, accounting for 25 percent. Agreements 
on investments amounted to HK$2.6 billion, of which HK$1.49 billion was from 
foreign capital, 57.4 percent of the total. Funds really invested were 

HK$1.84 billion, 70.4 percent of the investments agreed on. Agreements on 
investments in industrial projects amounted to HK$2.1 billion, 80 percent of 
the total amount of investments agreed on. Of the 97 industrial enterprises 
agreed on, 56 were already built and put into production. The gross industrial 
output value in 1985 was HK$2.2 billion, of which the export value stood at 
HK$1.5 billion, with an export rate of 68 percent. Since 1981, the recovery 
rate of the funds and economic results in various services in the Shekou 
industrial area has gradually increased. Funds recovered in 1985 amounted to 
73 million yuan, making an cumulative total of recovered funds of 123 million 
yuan (the cumulative total of funds recovered from capital construction was 

327 million yuan), with a recovery rate of 38 percent (excluding funds re- 
covered from industrial investments and income from customs duties and addi- 
tional taxes). By the end of last year, there were 15,000 staff members and 
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workers in the industrial area, 68 percent of whom, with an average age of 
24.6, engaged in the manufacturing industry. Managerial personnel numbered 
1,900, accounting for a little over 10 percent. They acquired a high educa- 
tional levei and 83 percent of them were higher learning diploma holders. 
Eighty-two percent of the workers were high school graduates. Its GNP stood 
at 18,900 yuan per capita, its national revenue 17,100 yuan per capita, and 
its all-personnel labor productivity in industry 82,500 yuan per capita. The 
average monthly wage of staff and workers as HK$850. 


In social development, in a short span of 7 years, we have rapidly realized 
industrialization and urbanization in an area that was originally a backward 
fishing village and barren beach. We have also realized modernization in 
certain fields. Social order is good. No vicious criminal case has taken 
place over the last 7 years. Now good social conduct prevails in the entire 
Shekou area, and the atmosphere of study is good. A society with harmonious 
inter-person relationships and is separated from Hong Kong and Macao by sea 
is quietly developing on the Shekou peninsula. 


/8918 
cso: 4006/1183 
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SPECIAL ECONOMIC ZONES 


SHENZHEN CONTROLS CAPITAL CONSTRUCTION 
HK140347 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0823 GMT 13 Jul 86 


[Report: “Shenzhen Effectively Controls the Scale of Capital Construction 
in the First Half of the Year") 


[Text] Shenzhen, 13 Jul (ZHONGGUO ZINWEN SHE)--The Shenzhen Special Economic 
Zone effectively controlled the scale of capital construction in the first 
half of this year, its actual investment being 713 million yuan, 32 percent 
less than in the same period last year. 


Shenzhen's investment in capital construction for last year was planned at 
1.6 billion yuan, but actual investment completed amounted to 2.7 billion 
yuan, causing excessive bank loans end a drop in economic results. 


At the beginning of this year, to concentrate its funds on developing an 
outward-oriented industry, Shenzhen began to straighten out all projects which 
were under way or had just started. It discovered that newly built and con- 
tinuing projects numbered 1,352, with a total investment of 4.22 billion yuan, 
150 percent in excess of the city's investment scale. The city decided to 
stop or postpone the construction of 84 projects which were not in line with 
the development of an outward-oriented economy, or for which funds could not 
be allocated, and to change the use of projects originally planned as guest 
houses and hotels. Its investmeit was reduced by 2 billion yuan. It also 
decided not to develop a new area this year but to concentrate its efforts 

on running the original enterprises and on making good use of the areas which 
has been exploited. 


/8918 
CSO: 4006/1184 
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SPECIAL ECONOMIC ZONES 


BRIEFS 


SHENZHEN'S ECONOMY GROWTH--Shenzhen, 9 July (ZHONGGUO XINWEN SHE)--Since the 
beginning of the 2d quarter of this year, the economic situation in the 
Shenzhen Special Economic Zone has improved month by month ti:rough readjust- 
ment. Its main economic indexes grew again in June. According to figures 
provided by relevant departments, the total industrial vaiuve of this city 
increased by more than 40 percent «ver the previous month, its financial in- 
come increased by 15 percent, and ‘oreign exchange income increased by 52 
percent. The turnover from its retail trade also changed from a decrease to 
an increase and reached 200 million yuan in the same month, an increase of 
more than 10 percent over the previous month. This improvement in the economic 
situation in the Shenzhen Special Economic Zone was a result of a shift in the 
focus of work from extending the scope of capital construction to grasping 
production and economic returns. In the first half of this year, the accumu- 
lative total industrial output value reached more than 1.44 billion yuan, an 
increase of 13.1 percent over the same period last year. Of this, fooa and 
drinks, textile, machinery, and other light industrial products respectively 
registered increases from 6f percent to 100 percent. The accumulative 
financial income of the city reached 390 million yuan, an increase of 5.4 
percent over the same. period of last year. The accumulative foreign exchange 
income reached $126 million, an increase of 41.3 percent; but the accumulative 
turnover from retail trade, which registered an increase in June, was still 
8.4 percent lower than that of the same period of last year. [Text] [Hong 
Kong ZHONGGUO XINWEN SHE in Chinese 0628 GMT 9 Jul 86 HK] /8918 


CSO: 4006/1184 


76 








POPULATION 


BEIJING REVIEW STRESSES POPULATION CONTROL 
OW151121 Beijing BEIJING REVIEW in English 14 Jul 86 p 4 
[Article by Xin Lin] 


[Text] More than a century ago, Friedrich Engels, one of the founders of 
Marxism, predicted that some time in the future, if the production of human 
beings ever had to be readjusted as had the production of materials, then 
it would be in the communist society and the communist society alone that 
the task could be accomplished without any difficulty. This prediction has 
been confirmed by China's practice in family planning. 


Failure to hold the rapia “tion growth in check was among the past 
mistakes committed in China’: .wcialist construction. In the mid-1970s 
China began to pay attention to this problem. Particularly since 1979, 
China has advocated that one couple have one child only. This policy has 
effectively curbed the growth in population. According to the Sixth Five- 
year Plan (1981-85), China's population size at the end of the plan 

period would be 1,060 million, but actually the figure reached only 1,046.39 
million (an increase of 59.34 million). The average annual natural growth 
rate was 11.74 per thousand, so the target for keeping the growth rate at 

12 per thousand was realized. 


Of course, the task was not easily accomplished. Between 1981 and 1982, the 
rate of increase in China's population rose from a slide in the previous 
years, exceeding the planned target. The actual population growth rate in 
1981 was 14.55 per thousand anu that in 1982 was 14.49 per thousand. 


The reasons for the rise in the growth rate were as follows: First, although 
late marriage was encouraged befoce 1980, those who were born during the 
first population boom between 1950 and 1957 were in the marriage and child- 
bearing age. Second, China began implementing a new Marriage Law in 1981. 
The law stipulates the minimum marriage age for men is 22 and women, 20. 
Large numbers of young people got married and gave birth in those two years. 
Thard, the rural economic structure underwent rapid changes during those 

two years and the household contract responsibility system that Linked pay- 
ment with output was widely adopted, did not keep pace with this situation, 





As a result, for a while in some places there was no one in charge of 
family-planning and some people took a laissez-faire attitude towards birth 
control. 


Between 1983 and 1985, the population growth rate went down again. The 
uatural growth rate was 11.54 per thousand in 1983, 10.81 per thousand 

in 1984, and 11.23 per thousand in 1985. The reasons behind this downward 
trend were varied. For one thing, more attention was given to practical 
measures, as well as to publicity, and education on the significance of 
family planning. In addition, people entering the marriage and child-bearing 
age in the latter years were those born during the 1985-61 low-birth-rate 
period. 


In the past five years, excessive population growth has been brought under 
control and population is developing more and more along planned lines. This 
situation is not only important to China's current socialist construction 

and the rejuvenation of its economy, but also has created conditions for a 
favourable cycle of population reproduction in the years ahead. 


In the meantime, China's family-planning work is being improved step by step. 
Attention has been paid to overcoming commandism as practised in some 

places; policies are more realistic and reasonable; progressively, certain 
families are allowed to have two children. In application, however, urban 
families face stricter rules than with those in the countryside. An even 
more flexible policy is in effect in the minority areas. For example, a 
couple who has one child which is physically defective owing to other than 
genetic factors can have a second child. In certain villages, couples who 
have a girl baby are allowed to have a second child. In sparsely populated 
border areas, mountainous districts and fishing villages, people are generally 
allowed to have two children on condition that the births are appropriately 
spaced. The population policy, which accords different treatment to people 
of different social, economic and geographical position, is warmly supported, 
but is still in an experimental stage. In future the policy for allowing 

two children will gradually be broadened with the reduction in the number of 
families having several children. 


Every year of the Seventh Five-Year Plan period (which begin this year), 
will see a baby boom because more than 25 million people will come of mar- 
riage and child-bearing age. In such a situation, however trying, it is 
necessary to keep the average annual population growth rate within |2.5 per 
thousand. As long as we work carefully and further improve our pelicies, 

we can continue to check population expansion. 


At this point, some readers may find it incomprehensible and even feel indig- 
nant that the Chinese people should be restricted by government policy from 
having children. Yet it is not hard to imagine what would be the case if 
China did not control its population. This country is now feeding 22 per- 
cent of the world's total pepulation by farming only 7 percent of the world's 
total area of cultivated land; without population control, it would be weli- 
nigh impossible for China to achieve the four modernizations within the 
projected time and would place a heavy burden on the whole world as well. 
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So China's policy of implementing family planning and synchronizing popula- 
tion growth with its plan for economic and social development is firm and 
unshakable. 


/6662 
CSO: 4020/387 








POPULATION 


BELJING'S TEMPORARY RESIDENT POPULATION DOUBLES 
0W151134 Beijing XINHUA in English 0803 GMT 15 Jul 86 


[Text] Beijing, July 15 (XINHUA)—Beijing's temporary population doubled to 
nearly 650,000 between 1978 and this April and “will continue to grow," accord- 


ing to the police. 


The figure includes all temporary residents--except foreigners--who have 
registered with the capital police. Beijing's permanent urban population 
is 5.86 million. 


Nearly 60 percent of the temporary residents are in Beijing to earn money. 
They include construction and other contract workers, business executives, 
housekeepers and peddlers from outside Beijing. About 22 percent come to 
visit relatives or for medical reasons. 


The temporary population also includes 50,000 Chinese tourists, six times 
more than in 1980. Other temporary residents are in Beijing on brief busi- 


ness trips or cultural exchanges. 


The police predicted the number of temporary residents in downtown Beijing 
will remain at 200,000 “for a fairly long time." 


On the other hand, the police said, because of greater prosperity and the 
growth of individual business activities, more people will continue to visit 
the city overall, and they will tend to stay for a longer period of time. 


Already, the police said, about 46 percent of the temporary residents stay 
in Beijing for more than three months. Any Chinese can come to Beijing to 
stay as long as they have a place to live. However, housing is scarce, and 
there are few jobe and public services available to new arrivals. 


At the same time, tie rapid expansion of the temrporary population has 
further stretched the city's public transportation and restaurant and hotel 
facilities, said the police. 


/6662 
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POPULATION 


URBANIZATION OF CHINA'S POPULATION SINCE 1959'S 


Beijing RENKOU YU JINGJI [POPULATION AND ECONOMICS] in Chinese No 6, 26 Dec 
85 pp 28-35 


[Article by Wei Jinsheng [7614 3160 3932] of the Population Economics Research 
Institute of the Beijing Institute of Economics: "General Trends in the Urban- 
ization of China's Population Since the 1950's"] 


[Excerpts] Modern urbanization (Footnote 1) (The term "urbanization" 
[chengshihua], needs to be further defined. It may have been somewhat more 
accurate in both theoretical and practical terms to use the phrase “met ropoli- 
tanization" ["dushihua"], but for reasons of space the term “urbanization" will 
be used in this article for the time being.), is an overall process, broad in 
scope, that entails economic, social and demographic changes. This article 
shall examine the basic pattern and characteristics of the urbanization of 
China's population since the 1950's within primarily, the framework of demo- 
graphics. This will require first of all, an explanation of the definition 

of and problems relating to statistical specifications of China's urban popula- 
tion (the term “urban population" is used here, and will be used throughout 

the article, in its broad sense). 


1. General Trends in Urban Population Growth and the Level of Urbanization 


l. The start of the process of more marked urbanization in China was rather 
late, and the present level remains fairly low. The current noteworthy, marked 
rise in the level of urbanization in the developed countries began approximately 
in the second half of the last century in the developed nations of today, that 
is, the proportion of the urban population rose from approximately | percent 

of the total population at the time to the current level of slightly more than 
70 percent after over 1UU years of development, showing a tendency to reach 

the saturation point. In most developing nations, marked progress in urbaniza~ 
tion began in the second decade of this century, approximately /0 years later 
than in the developed countries, during which time the proportion of the total 
population accounted for by the urban populace increased from 10 percent in 

1920 to today's over 30 percent after 60 years of development. Although this 

is far below the current level in developed countries, it exhibits a strong 
tendency toward further, more rapid development. The process of marked urbanisa” 
tion in China did not begin until the 1950's, a century later than the developed 
countries and 10 yeara later (han moat developing countries, inereasing, atier 














more than 30 years of development, from 11.2 percent in 1950, to 23.5 percent 
in 1983 (based on total city and town population), or 14.6 percent (based on 
city and town total nonagricultural population). Even if the higher figure 
representing the percentage of the total population accounted for by total city 
and town population is taken, it is still 67 percent lower than the figure for 
developed nations and 24 percent lower than developing nations. Therefore, 

the level of urbanization in China still ranks fairly low on a worldwide scale. 


Table 1. Urban Population and Its Rate of Growth 1950-1983 


Urban population (10,000 people) 
1950 1955 1960 1965 1970 1975 1980 1983 








City and Town 
Total Population 6190.0 9361.1 16348.0 13045.0 14424.0 16055.9 19141.2 24128.0 


City and Town 
Nonagricultural 
Population 6169.0 8285.0 13073.0 9834.0 10075.0 11171.0 13413.0 14961.0 





Urban Population Annual Growth Rate (2) 


1950- 1955- 1960- 1965- 1970- 1975- 1980- 1950- 
1955 1960 1965 1970 1975 1980 1983 1983 








City and Town 


Total Population 8.7 11.8 -4.4 2.0 2.2 3.6 8.0 4.2 
City and Town 

Nonagricultural 

Population 6.1 9.5 -5.5 0.5 2.1 3.7 3.7 2.7 





Information source: National Annual Population Statistics Report for each year 
in question. 


Table 2. National Level of Urbanization (2%) 1950-1983 


L950 1955 1960 1965 1970 1975 1980 1983 





Total City and 
Town Population 
Percentage of 


National Popula- 
tion Ll.2 15.2 24.7 18.0 17.4 17.5 19.5 4.5 


City and Town 

Nonagricultural 

Population Percen 

tage of National 

Poepu. ation Li. 13.5 ie.) 14.6 i2.2 iJ.a | 4 laf 


inieormation sewuree: Same as in table 
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Chart 1. Urbanization in China and Abroad, and in Developing and 
Developed Nations 

Year 

China (city and town nonagricultural population) 

China (total city and town population) 

Developing countries 

Wor ldwide 

Developed countries 

Proportion accounted for by urban population (2) 

Information source: (1) Same as Table |. 
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(2) UN World Population Trends and Policies, 
1979 Monitoring Report, Vol 1, p 127; 198l 
Monitoring Report, Vol |, p 150. 


2. Although from the overall point of view, the pace of growth of China's 
urban population from the 1950's till today has been fairly slow and the level 
of increase in urbanization has been rather small in terma of absolute numbers, 
the increase in urban population has been quite large. From 1950 to 1980, 
China's total city and town population and city and town nonagricultural popu 
lation showed annual average increases of 1.8 and 2.6 percent reapect ively, 
beth lower than the 4.) percent inerease of developing countries during the 
same period, Due to the slow inerease in urben population, the growth in the 
lewel of urbanisation in the same period was limited, (a '980, total city and 
town population and nenagricultural population nationwide conatituted 14.) and 
1}. / peweent, reapeetively (of the total pepulation), which represented 
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increases of 74 and 22 percent, respectively, over 1950. Both figures were 
lower than the 83-percent increase in the level of urbanization exhibited by 
developing nations at the same time. 


However, due to China's large population, even with the low level of urbaniza- 
tion reached after 30-odd years of slow growth, in terms of absolute numbers 
the increase was a large one. In 1980, the total city and town population 
nationwide reached 191.41 million and the city and town nonagricultural popu- 
lation grew to 134.13 million, or 11 and 7.4 percent, respectively, of world 
urban population at the time, and 20 and 14 percent, respectively, of urban 
population in developing nations. China was and still is one of the few 

large countries for which urban population can be calculated in the hundreds 
of millions. In the 30 years from 1950 to 1980, China's total city and town 
population grew by 129.72 million, and the city and town nonagricultural popu- 
lation grew by 72.44 million, or 12 and 6.7 percent, respectively, of the 
increase in urban population worldwide, and 18.6 and 10.4 percent, respectively, 
of the increase in urban population of developing countries. Based on 1983 
levels, if China's urban population increases at a rate of 1 percent yearly, 
nearly an additional 2.5 million people of all trades in the cities and towns 
and nearly 1.5 million of the nonagricultural sectors in the cities and town 
will enter the ranks of the urban population. Obviously, growth of this scope 
is a factor that cannot be ignored in China's coordinated social and economic 
development. 


II. Stages in the Increase of the Urban Population and of the Level of Urban- 
ization 


These increases can be divided into the following five stages since the 1950's. 


l. Stage one (early and middle 1950's): This occurred after the establishment 
of new China, during the restoration of the national economy destroyed by long 
years of war, and the start of large-scale construction. Basic national con- 
struction proceeded fairly rapidly during this period. Many large and medium- 
sized industrial projects were begun based on the cities of all regions. As 

a result, the urban population increased rapidly, as did the level of urbaniza- 
tion quite smoothly and normally. The curving line in Chart | representing 

the changes in China's city and town total population and nonagricultural popu- 
lation during this stage basically reflects a steady, upward tendency, with a 
greater increase in the later part of the period. From 1950 to 1955, the annual 
rates of increase for China's total city and town population and city and town 
nonagricultural population were 8.7 and 6.1 percent, respectively, both 2.3- 
fold greater than the average rates of increase in the 30 years from 1950 to 


1980. At the same time, the proportion of total city and town population of 
the cotal national population grew from 11.2 percent in 1950 to 15.2 percent 
in 1955, for an average annual increase of 0.8 percent. During the same period, 
the city and town nonagricultural population grew from ll.2 to 14.5 pereent, 
for an average annual increase of 0.460 percent this wae a large increase in 
the more than !U years of the process of urbanisation 

‘tage two (late |YW's and early | 9e0'a) during thie period the “Great 


Leap Porward”™ and the rural peasant  ‘MRane ovement were reaahiyv imat i sted, 











and the chase after high norms in production and a large scope in construction 
began. Tens of millions of peasants entered the cities to engage in industry 
or went up into the mountains to smelt steel in this period. The curving line 
in Chart 1 representing the changes in China's total city and town and nonagri- 
cultural population during this stage reflects a sharp upward trend. By the 
end of 1960, total city and town population nationwide had reached more than 
160 million, a sharp increase of nearly 70 million over 1955. During this 
period, the annual rate of increase reached 11.8 percent. In 1960, the pro- 
portion of total city and town population of the total population shot up to 
24.7 percent. By the same token, the nonagricultural population of China's 
cities and towns during this period increased by more than 47 million, for an 
annual increase of 9.5 percent. By 1960, 19.7 percent of the total population 
was accounted for by this demographic sector. Although in numerical terms, 

all these figures are recordbreaking, they are in violation of the objective 
laws of social and economic development. In this period, the normal order of 
China's national economy was disrupted and industrial and agricultural produc- 
tion suffered great losses. The level of urbanization during this period gives 
the appearance of great rapidity, but it had, in fact, reached the saturation 
point, creating harmful consequences. 


3. Stage three (the first half of the 1960's): In order to overcome the 
serious consequences of the prior period, the national economy was readjusted 
for several years beginning in 1961. An important measure taken was the 
streamlining of the ranks of employees, the reduction of the urban population, 
and the strengthening of the agricultural front. From 1961 to the first half 
of 1963, a total of 18.87 million employees were reduced from the work force, 
the urban population was reduced by 26 million and more than 20 million people 
returned to the frontlines of agricultural production. Given these conditions, 
the curving line in Chart 1 that represents the changes in China's total city 
and town population and nonagricultural population reflects a situation that 
is the converse of that of the proceeding stage--a sharply falling trend. By 
1965, China's total city and town population had decreased from more than 160 
million in 1960 to just over 130 million, for a decrease in proportion of the 
total population from 24.7 to 18 percent. During the same period, city and 
town nonagricultural population fell from over 130 million to somewhat more 
than 98 million, or from 19.7 to 13.6 percent of the total population, 
returning approximately to the level of the mid-1950's. During chis period, 
the pace of national urbanization left the realm of abnormality, which was 
helpful in turning around the difficult situation of the national economy at 
the time, and would have provided the prerequisite conditions for the healthy 
development of urbanization in the future (however, due to the “Great Prole~ 
tarian Cultural Revolution" this was not realized). 


4. Stage four (the late 1960's to the mid 1970's): This is the period of the 
erroneously initiated “Great Proletarian Cultural Revolution.” The country 
endured serious economic and social losses during thia period. Due only to 

the concerted efforta of the vast ranks of the cadrea and masses did product ion 
and conatruction not come to a halt, allowing some progress to be made deapite 
dittioulties in the national economy, Given this background, the line in Chart 
| depicting changes in China's total city and town population and city and tows 
nagricultural population firet shows a teadeney te fall, and later appears 
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to stagnate and increase at a slow rate. The proportion of total city and 
town population and nonagricultural population fell from 18 and 13.6 percent, 
respectively, in 1965 to 17.4 and 12.2 percent, respectively, in 1970. After- 
ward, the former rose slightly, while the latter remained at the same level. 
The annual rate of increas: of the total city and town population from 1970 

to 1975 was 0.2 percent higher than the annual increase from 1965 to 1970. 
Although city and town nonagricultural population increased 1.6 percent during 
this period, it was still lower than the average increase for the same segment 
of the population during the 30-odd years since the establishment of the PRC. 


5. Stage five (the late 1970's and early 1980's): During this period great 
energy was devoted to readjusting the national economy which had fallen into 

a state of stagnation after the "Great Cultural Revolution." The pace of 
China's urban population growth during this period was accelerated. The line 
in Chart 1 representing changes in China's total city and town population and 
nonagricultural population shows a steady upward trend similar to that of 
Stage one. However after comparison, the increase in recent years of total 
city and town population was somewhat larger. The annual growth of the total 
city and town population and nonagricultural population from 1975 to 1980 was 
1.4 and 1.6 percent higher, respectively, than the period from 1970 to 1975. 

By 1980, these two demographic sectors accounted for 19.5 and 13.7 percent, 
respectively, of the total population which was the highest level ever achieved 
since the 1950's, with the exception of the period of abnormal development. 

It is also a more solid and stable level. However, it should be noted that 
from 1980 to 1983, at the same time the proportion of city and town nonagricul- 
tural population was continuing to show steady growth to 14.6 percent, the 
total national city and town population increased rapidly to 23.5 percent. 

In other words, compared to 1980, the former grew 0.9 percent, while the latter 
increased 4 percent. The primary reason for this remarkable divergence in 
development rates is that along with changes in city and town administrative 
boundaries since 1980 and the expansion of the scope of suburban area under 
city and town jurisdiction, the number of permanent residents among the peas- 
antry is constantly increasing, thus elevating their percentage of the total. 
ln 1983, the proportion of these peasant households of the total city and town 
population rose to 38.8 percent, and in the cities, to an even higher 42.5 per- 
cent, while in the late 1970's the figure was only approximately 30 percent. 
From now on, if appropriate new regulations are not created relating to the 
delinealion between city and countryside, particularly in statistics regarding 
the urban population, it is estimated that the above tendency will cont inue 

to expand. This demonstrates the necessity for the integrated, complementary 
utilization of statistics on both total city and town population and city and 
town nonagricultural population while conducting surveys of the growth of 
China's urban population and level of urbanization. 


ill. Structural Reasons for Changes in the Urban Population 


Lhanges in urban population growth have been formed from the following thre 

factors acting in coneert: |) The natural changes inthe urban population, «a ta 
r that oeeura frequently; 2) changes due Co migrationa Co and fron 

his te @ Majer faeter in accounting for numerical changes + thy HM) popu 
on ‘hie article ashall utiliae this methed=-analyeing estructura 
iT oan populat on ohange in tCerma Of the two steeur les 
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Due to the lack of complete information on the structural reasons for urban 
population change, in this article I have adopted the method of calculating, 
based on materials now available, the average annual growth rate and natural 
growth rate of the city population nationwide over several periods since the 
1950's, followed by finding the remainder via subtraction, which shall repre- 
sent the average annual growth rate for these periods caused by migration and 
reorganization. Finally the proportion of the urban population growth rates 
for each period will be computed. The data in Table 3 below have been obtained 
in this fashion. When utilizing them there are two points that require further 
definition: 1) Due to the limited accuracy of rough statistical data, data 
arrived at based on this table would be more appropriately regarded and uti- 
lized as indicators of general trends. 2) For the same reason, the table 
includes city pc ition (excluding suburban counties under city jurisdiction). 
However, as city ,. julation accounts for a large proportion of total city and 
town population (even with the recent rapid increase in town population, city 
population still accounts for two-thirds to three-fourths of the total «ity 

and town population nationwide), one can view it as representative, 


‘ 


Table 3. Sources of Growth in City Population in Certain Periods Nationwide 


Population 





(annual 
growth rate Population 
Population due to (annual percen- 
Population (annual migration tage accounted 
(annual natural and reor- for by migration 
growth rate) growth rate) ganization) and reorganization) 
Period (1) (2) (3)—(1)-(2) (4) =(3)e01D) 
1955-59 (5S years) 0. 14000 0.02754 0.11246 80.3 
1962-66 (5 years) -0.03700 0.02361 -0.06061 163.8 
1971-75 (S vears) 0.02500 0.01254 0.01246 49.8 
1976-80 (5 years) 0.04100 0.00827 0.03273 79.8 
1981-82 (3 years) 0. L0400 0.0L031 0.093609 1 
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information source: based on Annual Demographic Statistical Report for each 
period. 


From an analysis of the above table, certain characteriatica of the atructural 
factors involved in the changes in China's urban population can be seen: 


lL. For each period in the table, changes in migration and reerganis#ation of 
city population account for at least eppronimately onevhall of all changes o| 
total city pepulation, and moat of the Cime the figure was mere than 0 pe: 
cent Cleariv thia had « substantial etteet The only thing dit ferent 1 
‘mW certain periods there were divergent directions te ite efteet ree samy 
from .9@2 te 1 9ee, the rewerse ef fe | Miaration (teward the wnt tvs 
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national city population was sO great that not even the natural increase in pop- 
ulation at the time could compensate for it. This led to a marked decrease 

in city population nationwide, with an uncommonly low annual average growth 
rate (-3.7 percent). 


2. Most of the time periods in the table cover fairly large changes in migra- 
tion patterns of China's urban population or in urban-rural administrative 
boundaries. The frequently smaller natural changes in the urban population 
should be specifically analyzed and simple, generalized conclusions should be 
avoided. However, for these periods, the factor of migration and reorganiza- 
tion have truly played a major role in all structural factors affecting changes 
in China's urban population. In comparison with many other countries in the 
world, it occupies a remarkable position which is also a fact. 


One could say that of all structural factors affecting changes in China's 
urban population, the factor of migration and reorganization has had the most 
lively effect, changing along with the social, political and economic situa- 
tioa. It is a vital factor that must be carefully studied when examining 
causes of changes in China's urban population. 


IV. Trends in the Scope of Change of Urban Population 


The scope of urban population change is an important question in urbanization 
research. It requires not only the study of urban population distribution in 
cities of varying scope, but also an analysis of trends of change in these 
cities. In this article I shall discuss primarily the main component of China‘s 
urban population--changes in the trend of city population, or what is generaliy 
spoken of as changing trends in the reorganization of city population. Finally 
[ shall touch upon the problem ef town population. 


Reorganization of city population means dividing cities according to popula- 
tion size (according to either total city population or nonagricultural city 
population; this author has adopted the former) into different groups in order 
to observe and analyze the distribution and changes of the entire urban popu- 
lat:on. From an analysis of the information provided in Tables 5 and 6 below, 
the basic outlook of the reorganization of China's city population can be seen 
as reflected in three demographic surveys conducted in 1953, 1964, and 1982, 
and overall changes and trends at the time. 


|. Since the 1950's, most of China's total city and town populaticn has been 
concentrated within city limits, in particular, within the limits of cities 


with populations of more than 100,000, The proportion of che population of 
these cities of total city and town population has always exhibited a constant 
upward trend. tin the [982 survey, the population residing in cities of over 
100 000 accounted for 69./? percent of China's total city and town population, 
for a ‘ percent increase over the 1%) survey At the same Cime, the pre 
portion of city and town population residing » Cities with a population below 
mm). Ut), already quite iow in the eariy a ivy &.% percent } he ‘> 
iwveyw). miinwued te tati, reachit SR percent py VR. Tae am abadliute 
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2. Although more than half of the total city and town population resided in 


cities with a population higher than 100,000, its distribution 
cities with varying populations show marked divergences. This 
in the three surveys for cities with the highest concentration 
of more than 2 million. 
990,000, and cities of 1 to 1.99 million. 


among these 
was the case 
of population 


Second were cities with populations of 529,000 to 

Of the former, the city population 
accounted for a fairly high proportion of total urban population. 
in 1964 was almost the same as that of cities of more than 2 million. 


Its size 
However, 


after this, its proportion of total city and town population begins to drop. 
This was not the case with the latter which resembled cities of over 2 million, 
showing a rising trend for its proportion of total city and town population 


in the three surveys taken. Last were cities with populations 
and 490,000 and between 100,000 and 290,000. There were quite 


between 300,000 
a few cities 















of this size, but few showed high concentrations of population. Since 1964, 
the percentage held by these two groups of total city and town population 
exhibited a falling trend. 
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3. Although the positive order of the size of the proportions held hy each 
city-group in the total urban population is definitely connected with the 
growth rates of the populations of these cities, there is no simple, positive 
correlation. From Table 6 it can be seen that the highest growth rates were 
exhibited in cities with populations between 300,000 and 490,000, with an 
annua! average increase of 5.5 percent. However, the proportion of such 
cities of the total city and town population is not high, and as explained 
earlier, since 1964 there has heen a downward tendency. Conversely, cities 

of 2 million or more which did not show great population increases, (the 

annual average rate of increase was 4 percent), ranking them third of all city~ 
population groups), accounted for the largest proportion of total city and town 
pepulations of all groups in the three surveys. 


From the changing trends above it can be seen that for some time although we 
took some measures which got certain results relating to the excessively rapid 
growth rate of large cities with populations of more than 500,000 by the end 
of 1980, population in China's large cities had reached more than 93.9 million, 
nearly twice the figure of 1953, or 49.1 percent of total national city and 
town population. Cities with populations over 1 million more than doubled, 
reaching more than 68.47 million, or 35.8 percent of total national city and 
town population. Therefore, from an overall perspective, we can see that the 
overly rapid growth rate of China's large cities before the 1980's, particularly 
those cities with populations over 1 million, was not controlled. The infla- 
tion of the population scope of large cities caused a series of social and eco- 
nomic problems and was detrimental to the standard of living. Beginning in 

the 1980's, the state must consider this problem in terms of obtaining the best 
possible returns from social and eronomic development. On one hand it is neces- 
sary to make full use of the important role of large cities, and, on the other 
hand, to rationally adjust and effectively control their overly rapid growth. 
Measures to accomplish this include: lowering the natural growth rate of the 
population of large cities to the lowest level ever; while implement ing 
rational migration to large cities, strictly limiting the recruitment of popu- 
lation from the countryside to work in the large cities and the use of job 
transfers to cause migration from other cities and towns to large cities; while 
controlling migration to large cities, using various means, given the appropri- 
ate conditions, to gradually move specialized personnel, skilled workers, man- 
agement staff, and other relevant personnel from large cities where they are 
overconcentrated to regions where they are needed, thereby raising the rate 

at which population emigrates from the large cities, shrinking the gap between 
the rate of inward and outward migration, and reducing the scope of net 

inbound immigration. 


Some results have been achieved through the above mentioned efforts. From 
L980 to 198), the continuing upward growth of the proportion of the population 


of particularly large cities of over 2 milliom of the total national city and 
town population has finally been Drought under coutrol. in i980, this propor 
tion wae 15.8 percent, while in [985 .t was 15.7 pereent. The present probles 
ie the excessively capid growth of lerge cities with populations of 300,000 
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Before the 1980's, while the growth of large cities remained unchecked, smaller 
cities with populations below 300,000 and the numerous market towns were not 
adequately developed. The proportion of smaller cities and towns nationwide 
fell from 57.9 percent in 1953 to 38.5 percent in 1980. Since 1980, along with 
the smooth operation of rural reform the daily vitalization of the rural econ- 
omy and the rapid maturation of township and town enterprises, many market 
towns have been restored and developed. Unorganized towns nationwide multiplied 
rapidly from 2,874 in 1980 to 6,211. At the same time, the proportion of town 
population of total national city and town population jumped from 29.7 to 41.1 
percent, reaching its highest historical level in 1984. Of course, our work 

in developing small towns still requires further promotion and improvement. 

On one hand, the population of small cities has not yet been adequately raised. 
The proportion of these cities of the total city and town population fell from 
8.7 percent in 1980 to 7.4 percent in 1983. This entails both developing 

small cities while limiting their growth so that they do not evolve into 
middle-sized cities. On the other hand, although the sudden doubling in the 
last 2 years of China's town population to a certain degree reflects an eco- 
nomic shift of a large part of the agricultural population toward nonagricul- 
tural work, the proportion of agricultural households of town population nation- 
wide in 1984 leaped to 61.1 percent from 22.5 percent in 1980, which is too 
great an increase, and necessarily implies that a large portion of town popula- 
tion consists of people engaged strictly in agriculture. This creates problems 
in establishing norms for town building and statistical specifications, and 
requires research, study, and appropriate resolution. 
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Table 5. Number of Cities Divided According to Population, Their Population 
and Proportion of Total City and Town Population in Three National 


Surveys 


Cities divided according 








to population (10,000 First survey Second survey Third survey 
persons) 1953 1964 1982 
200+ 
Population (10,000 
persons) 1396.6 2579.6 4376.0 
Number of cities 4.0 7.0 13.0 
Proportion of total city 
and town population 16.2 19.8 21.2 
100-199 
Population (10,000 
persons) 705.3 1296.8 3162.2 
Number of cities 5.0 9.0 25.0 
Proportion of total city 
and town population 8.2 9.9 15.3 
50-99 
Population (10,000 
persons) 1128.8 2509.6 3321.4 
Number of cities 16.0 34.0 47.0 
Proportion of total city 
and town population 13.1 19.2 16.1 
30-49 
Population (10,000 
persons) 395.8 1196.1 1851.5 
Number of cities 10.0 30.0 48.0 
Proportion of total city 
and town population 4.6 9.2 8.9 
10-29 
Population (10,000 
persons) 1195.3 1318.9 1673.9 
Number of cities 68.0 69.0 89.0 
Proportion of total city 
and town population 13.9 10.1 8.1 
10- 
Population (10,000 
persons) 426.7 137.0 140.2 
Number of cities 63.0 19.0 22.0 
Proportion of total city 
and town population 4.9 1.1 0.7 


All cities 
Population (10,000 


persons) 5248 .6 9038.0 14525.3 
Number of cities 166.0 168.0 244.0 
Proportion of total city 

and town population 60.9 69.3 70.3 





Information source: Derived from information gathered in the first, second 
and third census surveys. 
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Table 6. Annual Average Growth Rate for Cities According to Population Size 
Nationwide From the First Census in 1953 to the Third in 1982 





City according to population size Average annual growth rate 
(10,000 persons) 1953-1982 (2%) 
200+ 4.0 
100-199 5.3 
50-99 3.8 
30-49 a3 
10-29 1.2 
10- -3.8 
All cities 3.6 





Information source: Same as Table 5. 
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HONG KONG 


HONG KONG'S 1985, 1986 ECONOMY DISCUSSED 
Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese 1 Jan 86 pp 43-44 


[Article by Fu Zhu [0265 4554]: "Hong Kong's Economy in the Past and Current 
Year" ] 


[Text] Development and Improvement as the Main Trend 


Hong Kong's economy in 1985, viewed either in its entirety or from the 
standpoint of different specific economic sectors and their economic 
activities, has shown development and improvement on the one hand and 
difficulties and predicaments on the other. On the whole, however, 
development and improvement formed the main trend of Hong Kong's economy in 
1985 mainly for the following reasons: 


1. The economy, though slowing down, is by no means slower than in other 
countries and regions. 


According to the secretary of finance’s latest forecast, the actual margin of 
increase in Hong Kong's total domestic output value in 1985 would be slightly 
less than 4 percent. A comparison of this increase with the 9.6 percent 
increase in 1984, the 7 percent increase forecast early this year, and the 
4.5 percent increase forecast in the intermediate report, shows a considerable 
Slowdown in Hong Kong's economy. However, this should be no cause for 
despair. On the one hand, this slow-down is only relative to the rapid 
increase in the previous year, and still reflects some new development in Hong 
Kong's economy; on the other hand, if we take a look at the other countries 
and regions in the world, we will see that not many of them have had a higher 
rate of increase. (Even among the "four small Asian dragons, Hong Kong's rate 
of increase, though slightly below that of Taiwan, was above those of South 
Korea and Singapore.) 


2. Although industrial production and marketing have markedly de:lined, 
entrepot trade and tourism are still flourishing and helping in Hong Kong's 
visible trade and regular balance of payments. 


In Hong Kong, the export of domestic products is the most important index of 
industrial production and marketing. Last year, the export of Hong Kong 
products was by no means encouraging. According to statistics, the export 
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value of these products in the first 10 months was 7.2 percent below the same 
period of the previous year, and the reduction in the whole year is expected 
to be even larger. Furthermore, the volume of these exports was definitely 
smaller, since the export price index of Hong Kong products was slightly 
higher than in the previous year. A decline in both the value and the volume 
of exports has_ been rarely seen since 1976. A source of gratification, 
however, is that the development of Hong Kong's entrepot trade is still 
gathering momentum. In the first 10 months, the value of its entrepot trade 
was increased by as much as 31 percent, which contributed to a 6.8 percent 
increase in Hong Kong's export value and a 3.4 percent increase in its import 
value during the same period. The total volume of Hong Kong's external trade 
still increased by 5.1 percent. Furthermore, based on a HK$4,265 billion 
surplus in its trade balance during the first 10 months, a favorable balance 
in Hong Kong's tangible trade--for ihe first time since World War II--can be 
expected for the entire year. The revenues from intangible trade--mainly from 
tourism--are also expected to increase. Based on the situation in the first 
10 months, it is estimated that the number of tourists to Hong Kong would 
reach 3.5 million, and the revenues from this source would not be less’ than 
HK$15 billion, an increase of 7.9 percent and 7.1 percent respectively. With 
the addition of other business income, it is estimated that the favorable 
balance of intangible trade for the entire year would exceed the original 
forecast figure by HK$19.47 billion, and that Hong Kong's international 
balance of payment would show an unprecedented surplus. 


3. Although investment in manufacturing is not quite ideal, investment in 
other fields has markedly increased. 


In Hong Kong, investment in manufacture trade is generally measured by the 
amount of imported capital goods kept for its own use. According to 
Statistics, the total value of imported capital goods that remained in Hong 
Kong for its own use in the first 8 months was HK$11,549.2 million, a _ 10.6 
percent decrease below the same period of the previous year, and the decrease 
in the value of industrial machinery (a decrease from HK$3,109.8 million to 
HK$2,391.8 million) was the largest. However, investment in other fields, 
especially in real estate and stocks, can be called unprecedentediy heavy. In 
that year, the Hong Kong government put up 23 pieces of land for public 
auction. Instead of any cancellation of the auction for the lack of bidders, 
which had happened before, there were scenes of fierce competition and high- 
price transactions. According to the Land Office's records, the number of 
real estate registrations and title deeds transfers reached 245,022, totaling 
HK$102,204 million in value, an increase of 49 percent and 79 percent over the 
same period of the previously year respectively. During that year, local 
investors and investors from the Middle East, Southeast Asia and Australia 
avidly bought properties in an attempt to establish their footholds or to 
expand their business in Hong Kong. The increase of funds from external and 
local sources strengthened the confidence in stock inve: tment. In February 
20, stock transactions reached HK$75,005 million in value, 53.7 percent higher 
than in the entire previous year. Besides investment in real estate and 
stocks, there were also many regional offices opened in Hong Kong by 
multinational corporations, and some of them spent lavishly on the acquisition 
of properties in their long-range business planning. Fairly many financial 
groups and corporations have invested heavily in their future ievelopment. 
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This investment upswing enlivened the realty market beyond expectation after 3 
quiet years. Since then, stock market conditions have continued to improve. 
In these two aspects, Hong Kong deserves the proud title of a "unique beauty" 
in the Asia-Pacific region. 


4. Despite some disturbance in monetary circles, the market still remains 
stable. 


The Overseas Trust Bank incident which occured in June last year not only 
tarnished Hong Kong's reputation to a certain extent as an international 
financial center, but also increased the complications in banking with their 
impact on Hong Kong's financial market. We may say that the deregistration of 
tens of financial institutions within that year was only the aftermath of this 
incident which also affected several banks. Because of harassment from rumors, 
these banks had to look for capital replenishment and new partners. We must 
not forget to mention the series of measures taken by the Hong Kong government 
to protect the interests of the depositors of the Overseas Trust Bank and the 
cooperation and support given by people in the financial circles, because of 
which, Hong Kong's financial market was spared a more serious upheaval and 
was even able to continue its development in quality and quantity. Its 
development in terms of quantity was shown by the continued expansion of the 
traditional business of banking. At the end of October, the total deposits 
and total credit of the banks were 17.4 percent and 4.1 percent higher than at 
the end of the previous year respectively. Its development in terms of 
quality or rather its spectacular gain in stature is shown by its use of 
certificates of deposits at fixed interest rates, commercial notes, and the 
agencies handling of these notes as a means of fund-raising on long terms. 
Even the transfer of liabilities, which is a novelty in the European money 
market, has become a regular feature of the Hong Kong market. In the same 
year, the exchange rate of Hong Kong currency and the prices of consumer goods 
also remained fairly stable. Despite the fairly serious fluctuations in the 
exchange rates between the U.S. dollar and othr currencies, the rate between 
the Hong Kong and the U.S. dollar has been all along close to the official 
rate of 7.8 with no drastic fluctuations. As for the prices of consumer 
goods, according to the cost of living index compiled by JINGJI DAOBAO, there 
was a 6 percent increase in November of last year over the previous year, 
while the price index for A-type consumer goods compiled by the Hong Kong 
government showed a 3.% percent increase in the same period. Both indices 
showed that the price inflation in Hong Kong has been greatly reduced, and 
that the market is now fairly stable. 


The Outcome of Various Factors at Work 
While development and improvement form the main trend in Hong Kong's economy 
on the one hand, there are also difficulties and predicaments on the other 


because of the effects of unfavorable conditions in addition to the favorable 
factors. 
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The favorable factors which promoted the development of Hong Kong's economy in 
that year are mairly as follows: 


l. Political stability and a bright future. The improvement in Hong Kong's 
political environment in 1985 was very remarkable. The formal signing and the 
subsequent effects of the Sino-British Joint Declaration dispelled all doubts 
on Hong Kong's future, and then the common efforts and cooperative spirit of 
both the Chinese and the British governments in the implementation of this 
declaration not only stabilized the situation in Hong Kong but also further 
brightened its future. This situation had a direct effect on Hong Kong's 
economy by reassuring the public and strengthening the confidence in 
investment. These effects are also shown in such action as the promotion of 
various development projects, encouraging investment in real estate and stocks 
and the return of funds from other places. It is true that the low interest 
rate of the Hong Kong dollar last year was attributed to enthusiasm in 
investment. Actually, however, it was largely the result of revived 
confidence and the pouring of funds into Hong Kong. 


2. The further expansion of the inland market and the external economic 
relations. China's open-door policy as an important strategy for the four- 
modernizations drive has become a strong motive force for Hong Kong's economic 
development, and this motive force was even more prominent last year as shown 
in the following respects: First, a larger market was available for Hong Kong 
products. In the first 10 months, the value of Hong Kong products sold on 
this market increased 47 percent over the same period of the previous year, 
and the inland market has become the second largest for Hong Kong products. 
Second, Hong Kong's position as an entrepot has been strengthened. In the 
first 10 months, the value of goods transported to the inland through Hong 
Kong increased 89 percent, while the volume of goods transported from the 
inland through Hong Kong also increased 30.9 percent over the same period of 
the previous year. Third, Hong Kong has become more attractive to foreign 
investors, and the number of companies desiring to establish their footholds 
in Hong Kong for developing their business with mainland China has continued 
to increase. Fourth, the market for the export of Hong Kong's labor service 
has been enlarged, and these services included the supply of management 
expertise and business consultation in addition to insurance and 
transportation related to the entrepot trade. 


The unfavorable conditions affecting Hong Kong in the same year were as 
follows: 


1. Slow-down in the economic growth of Western countries and intensified 
protectionism. In the Western countries, which provide an important market 
for Hong Kong's exports, the economic growth rate last year was not only 
slower than the year before, but also failed to reach the level forecast early 
in the year. The United State's growth rate was only 2.4 percent, 4.4 percent 
lower than the actual and 1.1 percent lower than the predicted figures. This 
economic slow-down led to a rapid escalation of trade protectionism among the 
Western countries. For example, the U.S. law requiring the certification of 
the origin of textile products and the Jenkins textile bill were quite a blow 
and predicament to Hong Kong--affecting not only Hong Kong's exports but aiso 
the investment in its manafacturing trade. 
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2. Inadequate varieties in the product mix and in the market structure in 
Hong Kong. The decline of Hong Kong's exports to the Western markets had 
certainly something to do with the slow-down in the Western economy and the 
intensification of protectionism. However, these are not the only causes. In 
fact, during the first 10 months of last year, the import volumes of the 
United States, West Germany and Great Britian increased by 3.7 percent, 8.2 
percent and 10.4 percent respectively over the same period of the previous 
year, while at the same time, Hong Kong's exports to these markets declined by 
9 percent, 20 percent and 20 percent. However, the exports of the other 
"three small Asian dragons" to these countries were not reduced as much as 
Hong Kong's (and some of them could even maintain their increase). Obviously, 
this was because of inadequate varieties in Hong Kong's product mix and 
market structure. 


Capable of Maintaining Growth, Redoubled Efforts Still Required 


We need not be over-pessimistic over Hong Kong's economic future of 1986. 
However, we cannot afford to be over-optimistic either. It may not be very 
difficult to maintain the speed of the past year'seconomic development, but 
much greater efforts are obvious required for further development. 


We need not be overly pessimistic over Hong Kong's economic future mainly for 
the reason that the favorable conditions for its economic development will not 
be reduced while the unfavorable conditions obstructing its economic 
development will not be increased. 


The internal urge to promote Hong Kong's economy is likely to remain 
undiminished in 1986. What we are sure now is that many projects calling for 
heavy investment will be started this years. These projects include the 
building of a second underwater tunnel, a small railway in Tianmen, the 
infractructure of No 6 Wharf in Kuiyong, and the plans for private investment 
in the expensive plots at Jingzhong Road, Guangdong Road, and the Zhonggang 
Wharf. These investment plans alone will increase Hong Kong's outlay in 
development over last year's, not to mention the development plans still to be 
worked out in the current year. Furthermore, the conditions of political 
stability and regained confidence still remain. If the interest rates can be 
kept down slightly, there will be a stable market for realty and stocks in 
Hong Kong. 


Because of China's stringent control over foreign exchange, the export of Hong 
Kong products may not increase as rapidly as it did last year, and its 
entrepot trade may also slow down. However, now that China's foreign currency 
reserve is building up again, the capacity of its market can be expected to 
expand. 


As for Hong Kong's exports to the Western markets, a turn for the better can 
also be expected, and the hope for an end to the slow-down may not be wishful 
thinking. The main reasons are: 1) An economic recession is not likely to 
occur in the United States, Western Europe and Japan and their demand for 
imports will not be reduced. 2) The Jenkins bill has been vetoed by 
President Reagan and the threat of protectionism to Hong Kong's textile 
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exports has been removed, at least temporarily. 3) The exchange rate for the 
U.S dollar with other Western currencies may go down, and the Hong Kong 
dollar, which is tied to the U.S. dollar will tend to be soft (in its parity 
to foreign currencies other than U.S. dollar). These are the favorable 
conditions for the increase in Hong Kong's exports to the European and 
American markets. 


However, we must also note that the external conditions which are unfavorable 
to Hong Kong's economic development have still not been eliminated. First, 
although a recession may not occur in the Western economy, its development may 
further slow down. According to a recent estimate by the Organization for 
Economic Cooperation and Development, the rate of GNP value growth (in terms 
of an annual rate) among its 24 member nations in the next 18 months will drop 
from the 2.75 percent of last year to 2.5 percent. The Unit:d State will be 
able to maintain a 2.5 percent increase; the European member nations may not 
be able to show any improvement (their growth rate in 1985 was 2.25 percent, 
and that in the next 18 months is estimated to be 2-2.5 percent); while 
Japan's rate will drop from 5 percent to 3-3.5 percent. In other words, the 
markets of these countries can only be expanded to a limited extent, even 
though they will not shrink this year. Second, although the Jenkins bill have 
been vetoed, the U.S. protectionist forces will not easily give up. It is 
generally believed that some piecemeal protectionist measures may appear from 
time to time, and that the new round of multitextile agreements may be even 
more tightly restricted. These conditions will not only affect Hong Kong's 
exports, but also restrict its large-scale reinvestment in industry. 
Therefore, we may say that in striving for a change for the better in Hong 
Kong's economy, the following conditions are indispensable: Instead of 
deciding on their investment on the basis of orders for grods already 
received, the investor should consider more long-range plans for the market. 
If Hong Kong's industrial standards can be further raised, it will be able to 
produce new and competitive goods and hold greater initiative in competing for 
orders from the old markets as well as in opening new markets. Obviously, the 
attainment of these conditions calls for tremendous efforts, including active 
official guidance and cooperation between the government and the businessmen. 
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